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Bechtel  Principal 
VP  Ron  Naventi 
has  learned  to 
expect  extreme 
IT  infrastructure 
conditions  in  the 
global  contractor’s 
far-flung  projects 
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Attached  is  a  copy  of  CIO  Enterprise.  The 
articles  take  a  cross-functional  look  at 
leveraging  information  technology  to 
add  enterprise  value.  Thought  you  might 
be  interested... 
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Wealth 

These  days,  technology  leadership 
is  a  team  sport.  For  an  organization 
to  get  full  value  from  its  technology 
investments,  all  members  of  the 
executive  staff  must  understand  the 
game.  With  CIO  Enterprise,  CIO 
Magazine  leverages  10  years  of 
experience  bridgingthe  gap 
between  business  and  technology 
to  bring  the  most  enlightening  and 
relevant  stories  to  executives  of  all 
functions.  So  pass  it  along.  If  you’re 
reading  CIO  Enterprise  for  the  first 
time  and  you  like  what  you  see, 
just  fill  out  and  mail  one  of  our 
ubiquitous  subscriber  cards  and 
become  a  subscriber  yourself. 
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4.9%  Financing  available  from  Compaq 
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Introducing  the  Compaq  Armada  7800 

The  first  Mobile  Pentium®  II  processor-based  notebook  from  Compaq  delivering  the  highest  performance  with  unprecedented 
desktop  functionality  and  mobile  convenience. 

Compaq  Armada  7800*  Price  $5,399' 

•  Intel®  Mobile  Pentium  II  processor  @  266  MHz 

•  Industry-leading  AGP  implementation  with  a  dedicated 

66  MHz  graphics  bus  and  4  MB  SGRAM  video  memory 

•  5  GB  SMART  hard  drive 

•  64  MB  SDRAM  (expandable  to  256  MB)9 

•  13.3"  CTFT  (1024x768) 

•  20X  Max7  CD-ROM 

•  33.6  Kbps  telephony  modem  (K56flex8  upgradable) 

•  Li  Ion  battery 

•  Integrated  AC  adapter 

•  Multibay  design  supports  second  hard  drive,  second  battery, 

SuperDisk  LS-120  drive  or  DVD  option 

•  Full  docking  support  capabilities  with  the  ArmadaStation  Expansion  Base 

INTRODUCING  THE  COMPAQ  DESKPRO  EN  AND  COMPAQ  DESKPRO  EP  SERIES. 

Compaq  Deskpro  EN  6266X/3200  $1,869* 

The  Deskpro  EN  series  features  a  breakthrough  design  that  raises  the  bar  on  manageability  and  serviceability. 

•  Intel®  Pentium®  II  processor  @  266  MHz  •  Compaq  Premier  Sound 

•  16  MB  SDRAM  •  Compaq  V75  17"  (16"  viewable)  monitor 

•  3.2  GB  SMART  II  Ultra  ATA  hard  drive  •  3-year  limited  warranty5 

•  ATI  RAGE  PRO  TURBO  AGP  graphics 

Compaq  Deskpro  EN  6350X/6400  $2,629* 


•  Intel  Pentium  II  processor  @  350  MHz 

•  32  MB  SDRAM 

•  6.4  GB  SMART  II  Ultra  ATA  hard  drive 

•  ATI  RAGE  PRO  TURBO  2X  AGP  graphics 

•  Compaq  10/100  TX  PCI  Intel  NIC  with  Remote  Wakeup 


•  Compaq  Premier  Sound 

•  Compaq  V75  17"  (16"  viewable)  monitor 

•  3-year  limited  warranty5 


Compaq  Deskpro  EP  6300X/3200/CDS  $1,999' 


The  business  computer  for  those  who  crave  the  latest 
at  very  aggressive  pricing. 

•  Intel  Pentium  II  processor  @  300  MHz 

•  32  MB  SDRAM 

•  3.2  GB  SMART  II  Ultra  ATA  hard  drive 

•  ATI  RAGE  IIC  AGP  Graphics 

•  24X  Max3  CD-ROM 


industry-standard  technologies, 

•  Compaq  V75  17"  (16"  viewable)  monitor 

•  Towerable  chassis  converts  from  desktop 
to  minitower 

•  3-year  limited  warranty5 


DOUBLE  MEMORY  FREE  WITH  PURCHASE 
OF  THESE  COMPAQ  PROFESSIONAL  WORKSTATIONS.2 

Compaq  Professional  Workstation  5100  $2,972* 

Workstation  power  in  an  affordable  desktop  design. 

Get  additional  64  MB  EDO  DIMM  memory  free  for  a  total  of  128  MB  (expandable  to  512  MB). 


•  Intel  Pentium  II  processor  @  333  MHz  with  512  KB  cache 
(supports  up  to  2  processors  including  optional 

266  or  300  MHz) 

•  64  MB  EDO  DIMM  memory 

•  ELSA  GLoria  synergy  graphics  controller  for  optimized 
performance  of  2D  graphics  applications  or  optional 
3D  graphics  controller 


•  4  GB  Wide-Ultra  SCSI  SMART  hard  drive 

•  5  slots/5  bays 

•  Netelligent  10/100  TX  autosensing  Ethernet 

•  Highly  Parallel  System  Architecture  (HPSA) 

•  Microsoft®  Windows  NT®  Workstation  4.0 
pre-installed 


Compaq  Professional  Workstation  6000  $6,541* 


The  industry-standard  workstation  designed  with  the  right  combination  of  performance  and  expandability  to  adapt 
to  your  increasingly  demanding  applications. 

Get  additional  128  MB  EDO  DIMM  memory  free  for  a  total  of  256  MB  (expandable  to  3  GB). 


•  Intel  Pentium  II  processor  @  333  MHz  with  512  KB 
cache  (supports  up  to  2  processors  including  optional 
266  and  300  MHz) 

•  128  MB  EDO  DIMM  memory 

•  Diamond  Fire  GL  4000  graphics  controller  for 
your  most  demanding  3D  true-color  applications 


•  4  GB  Wide-Ultra  SCSI  SMART  hard  drive 

•  6  slots/10  bays 

•  Netelligent  10/100  TX  autosensing  Ethernet 

•  Highly  Parallel  System  Architecture  (HPSA) 

•  Microsoft  Windows  NT  Workstation  4.0 
pre-installed 


TRADE  IN  YOUR  EXISTING  SERVERS  FOR  ANY  RELIABLE  COMPAQ  SERVER,  INCLUDING:2 

(Find  out  how  you  can  trade  in  your  old  equipment  at  www.compaq.com/products/serversolutions/tradein.html.) 

Compaq  ProLiant  1600  starting  at  $2,839’ 

The  ultimate  in  workgroup  performance  and  reliability  with  dual  Intel  Pentium  II  processor  capability 
and  dual  Wide-Ultra  SCSI-3  controllers. 


•  Up  to  two  Intel  Pentium  II  processors 
@  266  or  300  MHz  with  512  KB  secondary  cache 

•  Storage:  Maximum  internal:  54.6  GB; 

Maximum  external:  1.14  TB 

Compaq  ProLiant  3000  starting  at  $3,859* 


3-year  on-site  limited  warranty,  pre-failure  warranty6 
High  availability  features  include  Hot  Plug  drives  and 
optional  redundant  Hot  Plug  power  supplies 
64  MB  memory  (expandable  to  512  MB) 


Breakthrough  value  in  a  departmental  server  featuring  a  wide  range  of  expandability  and 
high-availability  features.  Ideal  for  high-volume  file  service  and  entry-level  applications. 


•  Up  to  two  Intel  Pentium  li  processors  @  300  or 
333  MHz  with  512  KB  secondary  cache 

•  Storage:  Maximum  internal:  109.2  GB;  Maximum 
external:  1.52  TB 

Compaq  ProLiant  6000  starting  at  $10,169' 


3-year  on-site  limited  warranty,  pre-failure  warranty6 
High  availability  features  include  Hot  Plug  drives  and 
optional  redundant  NICs,  fans  and  Hot  Plug  power  supplies 
64  MB  memory  (expandable  to  3  GB) 


Business-critical  performance  with  unprecedented  room  for  growth,  enhanced  serviceability  and  availability. 


Up  to  four  Intel  Pentium  Pro  processors 
@  200  MHz  with  512  KB  or  1  MB  secondary  cache 
Storage:  Maximum  internal:  218.4  GB; 

Maximum  external:  1.87  TB 

Upgradable  to  next  generation  Intel  processors 


3-year  on-site  limited  warranty,  pre-failure  warranty6 
High  availability  features  include  Hot  Plug  drives  and 
power  supply,  and  optional  redundant  fans,  NICs, 
processor  power  modules  and  OSCRO  storage  controller 
128  MB  memory  (expandable  to  4  GB) 


32  MB  MEMORY  FREE  WITH  PURCHASE  OF  THE  COMPAQ  ARMADA  4220T.2 

Compaq  Armada  4220T  $3,2991 

The  notebook  that  lets  you  pack  more  into  its  lightweight,  versatile  design. 

Get  additional  32  MB  memory  free  for  a  total  of  64  MB.2 


•  Intel  Pentium  processor  with  MMX™  technology 
@  266  MHz 

•  5.2  lbs  in  its  basic  configuration 
•4  GB  SMART  hard  drive 

•  12.1"  CTFT  SVGA  Display 

Compaq  Armada  1571DM  $1,999' 


Li  Ion  Dual  Bay  battery  installed  and  Li  Ion  Handle 
battery  included  (can  support  up  to  three  Li  Ion  batteries 
simultaneously  with  optional  MCDU  attached) 

ACPI  hardware  ready 

3-year  limited  parts  and  labor  worldwide  warranty5 


The  fully  integrated  notebook  with  everything  you  need  in  one  convenient  package. 


Intel  Pentium  processor  with  MMX  technology 

@  200  MHz 

Integrated  AC  adapter 

3.2  GB  SMART  hard  drive 

32  MB  EDO  RAM 


12.1"  CSTN  SVGA  Display 

Integrated  20X  Max7  CD-ROM  drive 

Integrated  K56flex8  modem 

Supports  up  to  two  Li  Ion  batteries  simultaneously 

i-year  limited  parts  and  labor  worldwide  warranty5 


’All  prices  and  discounts  shown  refer  to  U.S.  estimated  selling  prices  on  select  models.  Reseller  prices  may  vary.  Operating  system  installed  on  desktop  and  notebook  products.  Compaq  is  not  liable  for  pictorial  or  typographical  errors  in 
this  advertisement.  20ffer  valid  with  purchase  of  qualifying  product  from  June  1  through  June  30,  1998  and  while  supplies  last.  Installation  not  included  with  free  memory.  Offers  not  valid  on  Compaq  refurbished  products.  Valid  only  in 
the  U.S.  Compaq  reserves  the  right  to  change,  alter  or  cancel  these  programs  at  any  time  without  notice.  3Certain  restrictions  apply.  Financing  offered  by  Compaq  Capital  Corporation  to  qualified  commercial  customers  in  the  U.S.  who 
acquire  at  least  five  units  or  $15,000  worth  of  Compaq  equipment  (Tandem  equipment  is  not  eligible  for  this  offer).  Offer  is  based  on  dealer  sales  price  and  low  lease  rates  are  also  available.  Offer  may  not  be  combined  with  special 
discounts  and  is  subject  to  credit  approval  and  execution  of  standard  lease  documentation.  Offer  is  subject  to  other  restrictions  and  Compaq  Capital  reserves  the  right  to  change,  alter  or  cancel  this  offering  at  any  time  without  notice. 
Lease  must  commence  on  or  before  June  30,  1998. 424X  Max  CD-ROM  data  transfer  rates  vary  from  1500  to  3600  Kbps.  5Certain  restrictions  and  exclusions  apply.  6Pre-failure  warranty  offers  warranty  replacement  of  SMART  hard  drives 
before  they  actually  fail  when  using  Compaq  Insight  Manager.  Some  restrictions  and  exclusions  apply.  720X  Max  CD-ROM  drive  data  transfer  rates  may  vary  from  1275  to  3000  Kbps.  8The  K56flex  protocol  is  designed  only  to  allow  faster 
downloads  from  K56flex  compliant  digital  sources.  Maximum  achievable  download  transmission  rates  currently  do  not  reach  56  Kbps,  and  wiil  vary  with  line  conditions.  sWhen  128  MB  memory  modules  are  available.  “Armada  7800  part 
number  314900-002.  Intel,  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  MMX  is  a  trademark  of  Intel  Corporation.  Microsoft  and  Windows  NT  are  registered  trademarks  of  Microsoft  Corporation.  Other  products  mentioned 
herein  may  be  trademarks  or  registered  trademarks  of  their  respective  companies.  Compaq,  Compaq  logo,  Deskpro,  and  ProLiant  are  registered  trademarks  and  Armada  is  a  trademark  of  Compaq  Computer  Corporation.  ®1998  Compaq 
Computer  Corporation.  All  rights  reserved. 


It’s  never  too  late  for  another 

great  idea. 

What  about  something  like 

lower  prices? 

No  objections?  Then  the  powerful  lineup  of  Deskpro  desktops,  Armada  notebooks,  servers  and 
workstations  pictured  inside  will  surely  meet  your  approval.  Because  if  there's  a  compelling  idea  in 
the  world  of  computing,  you'll  find  it  applied  best  in  a  Compaq  computer.  Including,  for  a  limited  time 
only,  what  may  be  the  most  welcome  idea  of  all:  getting  your  computer  at  these  prices  with  special 
offers  and  4.9°/o  financing.  So  stop  dreaming.  Start  buying.  Our  friendly  operators  await  your  call. 

For  the  world’s  best-selling  computers,  call  1-800-853-9518 
or  visit  your  local  reseller,  www.compaq.com/promos/ 

(Compaq  operators  are  available  8  A.M.-8  P.M.  EST,  Mon.-Fri.) 
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Features 


Emerging  Challenges 

COVER  STORY:  THE  GLOBAL  ENTERPRISE  The 

information  technology  hazards  you  face  in  emerging 
markets  can  leave  you  with  a  global  headache.  Here  are 
some  ways  to  relieve  the  pain.  By  Gary  Abramson 

High-Wire  Acts 

RISK  MANAGEMENT  Managers  face  risk  every  day,  in 
every  decision  they  make.  Put  away  the  Maalox.  Although 
you  can’t  eliminate  risks,  there  are  ways  to  ensure  you’re 
taking  intelligent  ones.  By  Lauren  Gibbons  Paul 

Shrink  Rap 

MANAGEMENT  TRENDS  Your  company  is 
wrestling  with  management  crises  and 
productivity  problems  caused  by  poor 
communication.  Should  you  hire  a  high- 
powered  consultant  or  a  really  good 
shrink?  By  Carol  Hildebrand 


IT  and  the  Bottom  Line 

I.T.  AND  FINANCE  CFOs  not  only  rely  on  IT 
to  manage  the  enterprise’s  finances,  they  also  must 
assess  its  value  and  in  many  cases  oversee  the  function 
A  new  survey  outlines  the  top  IT  issues  for  finance 
executives.  By  Carol  Hildebrand 


ON  THE  COVER:  Though  setting  up  shop  in  some 
emerging  markets  is  no  moonwalk  in  the  park,  Bechtel’s 
Ron  Naventi  digs  into  his  work  in  even  the  most  extreme 
locations.  Cover  photo  by  Kent  Hanson.  Background 
image  by  Photonica 


'S0M 


When  business  wants  to  unite  the 


“In  less  than  two  months ,  we 
reduced  order  status  calls  by 
40%,  enhanced  customer 
relations,  and  stimulated  new 
business  by  driving  customers 
to  our  Web  site.  ” 

Dan  Bond,  Data  Warehouse  Manager, 
Paradyne  Corporation 


Using  Information  Builders  EDA  middleware 
and  WebFOCUS  reporting  engine,  Paradyne 
built  a  Web-based  order  status  system  that 
allows  customers  to  launch  dynamic  queries 
against  live  mainframe  data. 

The  whole  system  was 
JHp  built  in  90  days.  And 

“Ip  jn  less  than  two  months 
^  ■!  Paradyne  reduced 

i  order  status  phone 
^ISOst'  1  ft,  ^  calls  by  over  40%. 


“We  found  WebFOCUS  to  be  a 
fast,  cost-effective  solution  for 
deploying  our  data  warehouse 
on  the  Web.  ” 

Gary  Fisher,  Manager  Strategic  Systems, 
Sony  Electronics  Inc. 


“With  our  new  intranet-based 
decision  support  system  we  are 
able  to  roll  up  budget  projections 
in  less  than  10  minutes.” 

Kevin  Rasmussen,  Expert  Application 
Coordinator,  Gulf  Canada 


Sony  Electronics  Inc.  decided  to  build  a 
data  warehouse  to  help  manage  and  control 
its  inventory.  To  make  the  information  easily 
available  to  users  in  over  20  states  throughout 
the  U.S.,  the  company  wanted  to  build  Web 
front  ends  for  reporting  and  analysis.  The 
company  needed  software  that  had  report 
writing  features,  supported  drill  down,  graphics 
and  complex,  multi-pass  database  queries. 
Sony  looked  at  a  variety  of  Web-based  tools 
ranging  from  the  very  complex  and  expensive 
to  the  simplistic  and  inexpensive.  The  company 
installed  WebFOCUS  and  had  reports  on  their 
Intranet  in  days  and  drill  down 
reporting  systems  in  weeks 
without  writing  SQL,  CGI, 

HTML,  JAVA,  or  PERL. 

Using  WebFOCUS, 

Sony’s  data  warehouse 
developers  can  now 

quickly  generate  Web  T  ijgjEj’yE.  r= 
reports  and  connect  |§p 

users  throughout  the 
U.S.  with  a  URL,  an 
ID,  and  a  password. 


In  the  oil  and  gas  business,  proactive 
monitoring  of  production  and  costs  versus 
operating  budgets  is  a  mission-critical  function. 
That’s  why  Gulf  decided  it  needed  a  faster 
way  to  collect  and  analyze  this  information 
from  its  field  locations  around  the  world.  The 
solution...  a  Web-enabled  data  entry  and 

reporting  system  using  Information 
Builders’  Cactus  and  WebFOCUS. 

The  application,  which  required 

■  almost  no  training,  lets  each 

location  update  Gulf’s  databases 
right  over  the  corporate 
intranet.  Analysts  can  now 
roll  up  the  data  in  less  than 
10  minutes,  create  reports 
.  from  their  Web  browsers, 

j  and  evaluate  the  impact  of 
regional  decisions  on 
>  \  the  big  picture. 


CALL  THE  BUILDERS 


www.ibi.com 

(800)  969-INFO 

In  Canada  call  (416)  364-2760 

WebFOCUS,  FOCUS  and  EDA/SQL  are  trademarks  of  Information  Builders,  Inc. 


Information 

Builders, 

Building  Tomorrow’s 
Information  Systems 


Something  as  intricate  as  your  supply  chain  cannot  be  easily 


simplified.  But  PeopleSoft  Supply  Chain  Management  can 

introduce  some  sanity  into  the  process.  It  encompasses 

everything  from  forecasting  customer  demand  to  delivering 

On  a  related  topic, 
how's  your  supply  chain 

products  on  time.  What's  more,  our  experience  across  the  entire 

■» 

enterprise  allows  you  to  integrate  all  aspects  of  your  global 

supply  chain,  uniting  your  front  and  back  offices.  All  you  have  to 

do  is  take  the  next  exit:  www.peoplesoft.com/sc  or  1-888-773-8277. 


We  work  in  your  world. 


enterprise 


26 


28 


Go  Team? 

REALITY  BYTES  Two  cheers  for  team- 
based  management.  By  Perry  Glasser 


Knowledge  Profiteering 

INTELLECTUAL  CAPITALISM  Think 
knowledge  management  is  a  fad?  Savvy 
entrepreneurs  of  this  century  and  last  have 
proved  its  value  time  and  again.  By  Leonard  M.  Fuld 


Hurdling  Risk 


COVER  STORY:  KNOWLEDGE 
MANAGEMENT  Will  data  visualization 
be  the  tool  that  relieves  information  glut 
for  business? 


CHECKS  &  BALANCES  Botched  or  canceled  IT  projects 
cost  companies  enormous  amounts  of  money.  Applying 
some  basic  principles  of  finance  to  your  IT  investments  will 
help  you  better  manage  these  risky  ventures. 

By  Douglas  Hubbard 


12 

14 


The  Nitty-Gritty  on  NCs 

LEARNING  CURVE  There’s  no  breakthrough 
technology  behind  the  network  computer — 
but  it’s  attracting  a  lot  of  attention. 

By  Carol  Flildebrand 

8  4 


Contributor’s  Page 


In  My  Opinion 

Letter  from  the  publisher  •  New  on  our  Web  site 
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Plugged  in 


STRATEGIC  PLANNING  Companies 
should  adopt  new  rules  when  investing  in 
the  future. 

INTERNAL  MARKETING  You  may  have  a 
terrific  IS  group,  but  if  you  are  missing  a 
marketing  plan,  will  anyone  else  know? 

VIDEOCONFERENCING  Can  you  use 

videoconferencing  to  enhance  business 
functions? 

EXECUTIVE  COUNSEL  Don’t  get  burned 
when  you  fire  an  IS  staffer. 

FORRESTER  VIEW  Online  commerce  is 
changing  application  development  teams 
so  that  they  operate  more  like  movie  crews. 

EMERGING  TECHNOLOGY  When  it 
comes  to  marketing  and  training,  video- 
on-demand  is  becoming  easier  to  request. 


Linking  Davids  and  Goliaths  •  An  Audit  to  Remember  • 
Cliff  Reviews  •  Bottom  Comforts  •  Animal  Attraction  • 
Manufacturing  Success 


FIRST  PERSON  Life  during  a  corporate 
relocation. 


Index 


WORKING  SMART  An  oil  and  gas 

company  performs  what-if  simulation  to 
help  manage  business  operations. 
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PENTIUM  PRO 

PROCESSOR 


REMEMBER  WHAT  IT  WAS  LIKE  TO  HAVE 
SOMEONE  YOU  COULD  COUNT  ON  ? 


You  can  again. 

There’s  a  reason  why  Data  General  survives 
in  a  land  of  computing  giants.  We  do  things 
no  one  else  will  do  for  you  when  it  comes 
to  enterprise  NT.  Like  deliver  NT  Cluster- 
in-a-Box"'  -  already  configured,  tested,  and 
ready  to  run.  And  provide  superior  integra¬ 
tion  and  implementation  services. 

Our  customers  say  the  main  reason  they  buy 
from  us  is  the  value  they  get  from  our 
personal  contact  and  our  willingness  to  be 
there  when  they  need  us. 

They  also  really  love  our  scalable,  high- 
performance,  high-availability  AViiON 
servers,  like  the  AV  8600  based  on  Intel 
Pentium  Pro  processors.  And  they  say  our 
CLARiiON  RAID  storage  is  the  best 
around.  Add  top-notch  service  and  support, 
and  you  can  see  why  our  customers  say  we’re 
their  ideal  choice  for  Enterprise  NT  solutions. 

In  today’s  highly  competitive  environment, 
trusting  your  computing  partner  to  be  there 
for  you  is  essential. 

Call  us.  We're  the  Enterprise 
NT  Solution  choice  you  can  lean  on. 


i  w  Data  General 


www.dg.com  1  -800-DATA  GEN 


Microsoft 

nmni 


Authorized 

Support 

Center 


Authorized 

Technical 

Education 


AViiON  and  CLARiiON  are  registered  trademarks  and  Cluster-in-a-Box  is  a  trademark  of  Data  General  Corporation.  The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation. 

All  other  brands  and  products  are  the  marks  of  their  respective  holders.  ©  1998  Data  General  Corporation. 


THe  CIO  IS  iN  THE  hot 


seat  as  the  executive 


committee  drills  one  department 


head  after  another  on  escalating  costs.  How  are  you  going  to  1  |get  the  newly  acquired  subsidiary 
onto  our  e-mail  systemj?  How  are  you  going  to  2|hold  down  your  network  administration 
head  count|  as  you  add  hundreds  of  new  users?  How  can  you  afford  to  3  |roll  out  new  apps 
to  the  whole  company|?  It’s  like  the  Spanish  Inquisition,  but  the  food  is  worse.  Her  stomach 
rumbles  from  the  dryfturkey  sandwich  and  yuppie  water  served  at  the  start  of  the  meeting 
as  one  committee  member  wakes  up  long  enough  to  ask  about  the  4|Year  2000  problem| 
he  saw  on  a  CNN  segment.  “Not  a  problem,  we  have  it  covered,”  she  replies.  With  an  unforeseen 
compliment  for  completing  the  5|global  supplier  extranet|  project,  she  is  excused.  Exiting, 
she  smiles  at  the  beleaguered  marketing  director,  who  is  about  to  be  skewered  because  the 
company’s  celebrity  pitchman  has  just  appeared  on  the  cover  of  a  supermarket  tabloid. 

THE  6  (BEST  PARTS |  OF  HER  MEETING  WERE  MADE  POSSIBLE  BY  LOTUS. 


*  Lotus  Domino"1  and  Messaging  Migration  Tools.  ^Lotus  Domino  systems  administration  tools.  3Lotus  eSuite  DevPack"  Java"  applets. 
4Lotus  Notes*  and  Domino  are  Year  2000-ready.  3 Lotus  Domino  Web  Application  Server.  ®  www.lotus.com/worktheweb. 


Lotus 


An  IBM  Company 


marks  and  Work  the  Web,  Domino  and  eSuite  DevPak  are  trademarks  of  Lotus  Development  Corp.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corp.  All  other  product  names  are  trademarks  of  their  respective  companies. 
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Re:  Risk  and  Return 


Smart  companies 
understand  that 
actively  managing  IT 
risk  is  imperative  in 
today’s  economy. 


I’M  GOING  TO  TAKE  A  GAMBLE. 

I’m  going  to  bet  that  many  senior 
executives  fail  to  factor  risk  into 
expected  returns  when  launching 
new  IT  projects.  Any  sheepish  nods? 

Good,  because  I’d  like  to  place 
another  bet:  Many  of  you  fail  to 
treat  IT-related  risk  as  a  significant 
business  issue. 

OK,  I  admit  I  haven’t  gone  out  on  a  limb  with  these  prognostica¬ 
tions.  Douglas  Hubbard’s  column  (see  “Hurdling  Risk,”  Page  78) 
argues  that  most  companies  severely  underestimate  their  IT-related 
risk  when  calculating  ROI.  He  argues  that  decision  makers  should 
approach  their  IT  investments  using  basic  principles  of  finance.  His 
argument  is  simple:  IT  investments  are  like  stocks.  Because  companies 
invest  enormous  amounts  of  money  in  risk-laden  IT  projects,  they 
should  demand  risk  premiums — that  is,  higher  returns.  After  all, 
investors  expect  higher  returns  on  risky  growth  stocks  than  on  safer 
investments  like  government  bonds.  And  IT  risks 
abound — uncertain  benefits,  potential  cost  over¬ 
runs  and  possible  cancellations,  to  name  a  few. 

But  there’s  a  bigger  picture  here,  one  that 
extends  beyond  the  risks  inherent  in  your  latest 
software  development  project  or  SAP  implemen¬ 
tation.  One  of  the  key  findings  of  a  1 998  Arthur 
Andersen/Fxonomist  Intelligence  Unit  survey  of 
global  executives  is  that  a  company’s  effective¬ 
ness  at  managing  IT-related  risk  is  determined 
by  how  well  its  IT  strategy  is  integrated  with  its 
overall  business  strategy.  Bingo!  We’ve  been 
preaching  the  gospel  of  IT  and  business  align¬ 
ment  since  C/O’ s  inception;  in  fact,  it’s  our 
mission. 

Smart  companies,  like  those  featured  in 
Lauren  Gibbons  Paul’s  story  (see  “Hire-Wire 
Acts,”  Page  50),  understand  that  actively 
managing  risk — including  IT  risk — is  imper¬ 
ative  in  today’s  “take  no  prisoners”  economy.  Those 
who  ignore  risk  may  find  themselves  managing  an  IT  portfolio  that 
consistently  racks  up  minimal  or  negative  returns  and  sheds  a  lot  of 
red  ink  along  the  way. 

To  keep  your  ledgers  clean  and  maintain  your  global  competitive¬ 
ness,  manage  your  IT  risk  intelligently.  Any  other  strategy  is  a  gamble 
you  can’t  afford  to  lose. 


Todd  Datz,  Features  Editor 
tdatz@cio.com 
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put 


Successful  CIOs 
us  at  the  top  of  their  list 


Dial  tone  availability. 

No-wait  performance. 

Seamless  manageability. 
Maximum  return  on  investment. 

Today’s  CIO  knows  that  the  IS 
organization  is  measured  by 
ever  increasing  standards. 

Vital  business  processes  require 
applications  and  data  that  are 
available  around  the  clock. 

Across  a  rapidly  changing 
mix  of  platforms,  databases, 
applications,  and  the  Internet. 

For  more  than  17  years, 
successful  CIOs  at  global  1000 
firms  (including  the  top  ten  most 
profitable  companies  in  the  world) 
have  called  on  one  vendor  to  help 
them  ensure  the  highest  levels  of 
availability,  performance  and 
recoverability  -  BMC  Software. 

For  a  complete  list  of  more  than 
160  innovative  software  solutions 
that  will  help  you  increase  service 
levels  while  lowering  total  cost  of 
ownership,  view  us  on  the  Web 
at:  www.bmc.com/info. 

Or  call  for  our  free  white  paper 
“Eight  keys  to  high  availability, 
performance,  integrity  and 
control”  at  800  811-6766. 


Rely  on  BMC  Software  to  gain  higher  availability,  performance,  and  recoverability  for: 


Applications 

Baan 

Lotus  Notes 
Microsoft  Exchange 
Oracle  Applications 
PeopleSoft 
SAP  R/3 
Others 


Databases 

ADABAS 

CA-Ingres 


DB2  Common  Server 
DB2  for  MVS 
IMS/DB 
IMS  Fast  Path 
Informix 

Microsoft  SQL  Server 

ObjectStore 

Oracle 

PROGRESS 

Rdb 

Sybase 

Others 


Messaging/Middleware 

DCE 

MQSeries 

TUXEDO 

Others 


Operating  Systems 

MVS  &  OS/390 

OpenVMS 

OS/2 

Unix 

VM 


VSE 

Windows  NT 
Others 


And  solutions  for: 

Networks 
Online  systems 
Data  types 
Internet  services 


w 

SOFTWARE 


BMC  Software,  the  BMC  Software  logos,  and  all  other 
product  or  service  names  are  registered  trademarks  or 
trademarks  of  BMC  Software,  Inc.  in  the  USA  and  in 
other  select  countries.  ®  and  ™  indicate  USA 
registration  or  USA  trademark.  *DB2,  CA,  Informix  and 
Oracle  are  registered  trademarks  or  trademarks  of, 
respectively,  IBM  Corp.;  Computer  Associates 
International,  Inc.;  Informix  Software,  Inc.  and  Oracle 
Corp.  Other  third-party  logos  and  product/trade  names 
mentioned  are  registered  trademarks  or  trademarks  of 
their  respective  companies.  ©1998,  BMC  Software, 
Inc.  All  rights  reserved. 
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iy  Opinion 


Sustained  success  is  far 
from  guaranteed  in 
today’s  rapidly  changing 
business  environment. 


HAT  WILL  IT  TAKE  TO 
succeed  in  the  new  mil¬ 
lennium?  Information 
technology  is  enabling  the  emer 
gence  of  a  new  breed  of  compa¬ 
ny  that  is  becoming  more  nim¬ 
ble  and  is  turning  conventional 
business  thinking  upside  down, 

redefining  the  characteristics  of  the  high-performance  enterprise. 

Sustained  success  is  far  from  guaranteed  as  evidenced  by  a  com¬ 
parison  of  the  top  150  electronics  companies  in  1995  to  those  in 
1985  as  ranked  by  revenues.  Seventy-five  percent  of  the  companies 
on  the  1985  list  either  slipped  in  rank  or  dropped  off  the  list  en¬ 
tirely  by  1995.  Only  25  percent  of  the  companies  on  the  1985  list 

improved  their  position  in  1995. 

Here  are  some  concepts  to  help  you 
plan  for  the  challenging  years  ahead. 

■  Continually  change  the  basis  of 
competition.  Best  performers  look  to 
change  the  basis  of  competition  by 
creating  a  new  de  facto  standard  or  by 
significantly  differentiating  their 
information  systems  and  products. 

■  Seek  multiple  sources  of  competitive 
advantage.  Place  equal  emphasis  on 
technology,  cost  and  differentiation 
rather  than  just  focusing  on  one  of 
the  above. 

■  Adopt  a  new  planning  process. 

Make  sure  your  planning  process  is 
driven  by  business  units  and 
integrated  with  the  corporate  vision. 

■  Utilize  a  new  organizational  model.  Use  a  model  that  provides 
agility  to  maximize  responsiveness  and  the  ability  to  reconfigure 
the  business  through  collaboration  and  acquisition.  Cisco 
Systems  Inc.  and  Computer  Associates  International  Inc.  are 
great  examples  of  companies  that  have  prospered  this  way. 

■  Adhere  to  new  levels  of  collaborative  sophistication.  Place 
more  emphasis  on  collaboration  to  improve  capabilities  rather 
than  focusing  solely  on  head-to-head  competition. 

Success  in  the  new  millennium  depends  on  how  closely  CIOs 
and  business  executives  work  together  as  a  team  in  the  business¬ 
planning  process  to  achieve  the  goals  of  the  enterprise.  IT  and 
business  alignment  will  ensure  a  key  competitive  advantage. 
What’s  your  opinion? 

Joseph  L.  Levy 

President,  CEO  and  Group  Publisher 
jlevy@cio.com 


New  On  Our  Web  Site 


cio.com 

http://www.eio.com 


CIO  Radio 

The  voice  for  information  execu¬ 
tives.  Now  you  can  listen  to  audio 
interviews  with  IT  news  makers 
and  thought  leaders  on  CIO.com. 
www.  cio.  com /radio 

Read  It  Online 

The  complete,  full-text  versions  of 
the  articles  that  appear  here, 
including  links,  are  now  available 
on  the  CIO  Enterprise  home  page. 
enterprise.cio.com 

Ask  the  Expert 

Have  a  question  about  coping  with 
IT  challenges  in  emerging 
markets?  Tom  Lesica,  VP  of  IT  for 
Pepsi-Cola  North  America,  will 
answer  questions  on  the  Web  from 
June  15  to  June  30.  This  series 
offers  readers  the  chance  to  pose 
questions  to  industry  leaders. 
E-mail  your  questions  to 
asktheexpert@cio.  com. 
www.  cio.  com/CIO/expert 


How  to  Reach  Us 

E-mail:  letters@cio.com 
Phone:  508  872-0080 
Fax:  508  879-7784 

Address:  CIO  Communications  Inc., 
492  Old  Connecticut  Path,  P.O.  Box 
9208,  Framingham,  MA  01701-9208 

Web  Site:  www.cio.com 

Subscriber  Services:  800  788-4605; 
Fax:  508  879-7899; 

E-mail:  denisep@cio.com 

Reprints:  Reprints  are  available  by 
calling  508  935-4539- 
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Exabytes  40  GB  Mammoth  is 
the  perfect  high-performance 
drive  for  NT  networks.  . 


Netfinity 


When  IBM  needed  a  reliable,  high  performance 
tape  drive  to  keep  pace  with  its  award-winning 
Netfinity  Server,  they  chose  Exabyte. 

Every  component  of  an  IBM  Netfinity  Server  must  meet  the  highest 
standards  for  reliability  and  performance.  That’s  why  the  Options  by  IBM 
group  selected  the  Exabyte  Mammoth  tape  drive. 

Exabyte  Mammoth  has  the  highest  reliability  and  best  price  performance 
of  any  tape  drive  in  its  class.  The  perfect  drive  for  NT  networks, 
Exabyte  Mammoth  backs  up  40  GB  in  less  than  2  hours.  Mammoth 
performs  exceptionally  as  a  standalone  drive  or  library  component, 
and  it  has  been  lab-tested  and  certified  for  compatibility  with  the  leading 
NT  backup  applications. 

Exabyte  Mammoth. 

The  right  choice  for  IBM,  the  right  choice  for  you. 

For  more  information  about  Exabyte  Mammoth,  call  1-800-301-9424. 
For  more  information  about  IBM  Netfinity  Server  solutions, 
call  1-800-772-2227. 


©1 998  Exabyte  Corporation.  Exabyte  is  a  registered  trademark  of  Exabyte  Corporation.  All  other  trademarks  are  the  property  of  their  respective  companies. 
Exabyte  Corporation,  1685  38th  Street  Boulder,  Colorado  80301  USA.  Phone  1 -800-EXABYTE. 


2  Exabyte 

www.exabyte.com 


We  Back  Up  the  People 


■■  - 


Who  Back 


NEWS,  VIEWS  AND  STUFF  YOU  MIGHT  HAVE  MISSED 


Edited  by  Todd  Datz 


The  little  guys — roughly 
330,000  companies  with  fewer  than  500 
employees  that  serve  the  country’s  corporate 
giants — are  currently  being  backed  into  a  cor¬ 
ner  by,  among  other  things,  their  big  cus¬ 
tomers’  wide  variety  of  IT  demands,  says 
NISCI  Chairman  and  CEO  Mike  Doyle, 
These  large  companies  require  the  smaller  ones 
to  accept  online  data  from  business  processes 
that  fit  the  customer’s  own  EDI  (electronic 
data  interchange)  protocols.  But  many  suppli¬ 
ers  balk  at  spending  up  to  $20,000  for  each 
adjustment  to  a  customer’s  protocols,  a  NISCI 
study  found. 

The  solution?  NISCI,  a  nonprofit  group 
founded  last  October  in  the  Chicago  suburb  of 
Glen  Ellyn,  is  bringing  charter  members  such 
as  Chrysler,  Procter  &  Gamble  and  Harley- 
Davidson  together  with  suppliers.  NISCI  plans 
on  organizing  supply  chain  experiments  using 
the  participating  companies,  the  results  of 


Survey  JSays 

Electronic  CEOs 


NEARLY  8o  %  of  global  CEOs  believe  electronic  commerce  will 
reshape  competition  in  their  industries,  while  only  20°^°  think  it  will 
completely  reshape  how  they  do  business.  75  reported  that  their 
companies  always  or  frequently  use  the  Internet  to  communicate  with 
their  own  employees,  and  56  always  or  frequently  use  it  to  com¬ 
municate  with  customers.  Nearly  50  3/°  indicated  they  had  used  the 
Internet  5  or  more  days  of  the  previous  month,  while  27  had 
logged  on  more  than  10  days  during  the  previous  month.  ■ 


SOURCE:  PRICE  WATERHOUSE  LLP/WORED  ECONOMIC  FORUM  SURVEY,  FEBRUARY  1998 


Linking  Davids 
and  Goliaths 


COULD  THOSE  FOLKS  IN  THE 

rugged,  self-reliant  Midwest  be 
going  soft?  From  Chicago  comes 
this  latest  twist  in  corporate  strategy  aimed 
at  keeping  America  ahead  of  its  global 
competition:  Be  considerate  of  the  little 
guy,  and  help  out  your  neighbor.  In  busi¬ 
ness  culture  terms,  it  sounds  more  like 
Japan  than  the  Midwest,  but  the 
founders  of  the  National  Initiative  for 
Supply  Chain  Integration  (NISCI)  say 
cross-industry  cooperation  and  better 
treatment  of  suppliers  is  the  only  way 
to  stay  competitive. 
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It’s  Not 

A  Silver  Bullet. 


But  it  is  the  most  widely  usedY2K  code 
renovation  toolset  in  the  U.S. 


Beyond  1999™ 


Our  Beyond  1999  product  is  so  comprehensive* 
that  it  has  been  ranked  as  the  #1  toolset  by  a 
leading  Wall  Street  Y2K  research  firm.  Beyond 
1999  performs  inventory,  date-impact  assess¬ 
ment,  code  renovation,  test  data  and  bridging 
program  generation  for  COBOL,  PL/1,  FOCUS, 
and  RPG. 


Beyond  1999  is  now  clearly  the  product  of  choice 
used  by  seven  major  phone  companies,  four  major 
insurance  companies,  the  largest  U.S.  brokerage  firm, 
and  four  top  system  integrators.  Not  surprisingly, 
interest  in  and  demand  for  our  product  is  growing 
steadily  every  day. 


Beyond  1999  renovates  one  million  lines  of 
COBOL  code  in  20  days.  But  don’t  believe  it, 
until  you  see  it.  Call  for  a  FREE  blind  demon¬ 
stration  of  the  complete  renovation  process  on 
your  code-at  your  location. 

*  Estimated  Accuracy  &  Completeness:  99-5% 

(All  performance  information  is  estimated,  based  on  user  reports.) 


http://www.ccdonline.com 
Toll  Free:  1-800-328-6755 
Tel:  (626)  821-0188 
Fax:  (626)  821-8648 
41  W.  Santa  Clara  Street 
Arcadia,  CA  91007 


CCD 

ONLINE 


CCD  Online  Systems,  Inc. 

We're  Online  with  the  Future. 


ILLUSTRATION  BY  FRANKLIN  HAMMOND;  PHOTO  BY  PHOTONICA 


Plugged  In 


which  will  be  made 
available  to  corporate 
America.  NISCI  will 
thus  become  “a  private 
sector  space  where 
companies  can  come  in 
chains  to  work  through 
and  develop  solu¬ 
tions,”  says  Doyle. 
Companies  cannot  join 
NISCI  alone,  but  must 
apply  as  a  chain  of  at 
least  three  links.  The 
corporate  volunteers 
will  simulate  business 
activities,  and  aca¬ 
demics  from  the 
University  of  Chicago 
and  other  institutions 
will  help  them  analyze 
the  results.  “We’ll 
watch  the  failures  and 
make  observations, 
redesign  and  run  it 
again,”  Doyle  says. 

Among  the  other 
issues  NISCI  teams 
plan  to  work  on  are 
designing  architecture 
to  support  real-time 
decision  making  across 
the  chain,  creating 
trust,  common  culture 
and  people  processes 
throughout  the  chain 
and  measuring  chain 
economic  perfor¬ 
mance.  The  organiza¬ 
tion  predicts  the  supply 
chain  improvements 
from  NISCI  projects, 
which  are  beginning 
this  spring,  will  boost 
product  quality  by  20 
to  70  percent,  shorten 
cycle  time  by  30  to  90 
percent,  reduce  costs 
by  15  to  30  percent  and 
create  up  to  threefold 
gains  in  technology 
efficiency.  NISCI’s 
office  can  be  reached  at 
888  286-4724. 

-Gary  Abramson 
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t  the  words  “millennium  bug^ 

Bht.  SOURCE:  tNFO.SEEK 


MS 


Year  2000  Accounting 

An  Audit  to 
Remember 

IT’S  BEGINNING  TO  LOOK  LIKE  DEALING  WITH 
Y2K  is  a  lot  like  checking  into  a  fancy 
resort  where  every  staff  member  has  their 
hand  out.  First  it  was  the  programmers,  flush 
with  the  comfort  of  a  booming  job  market. 
Then  it  was  the  consultants.  Now  the  lawyers 
(see  “Keeping  the  Lawsuits  at  Bay,”  C/O 
Section  1,  May  1, 1998)  and  the  insurance 
companies  (see  “Risky  Business,”  CIO 
Section  1,  June  1, 1998)  are  getting  into  the 
act. 

But  wait,  there’s  more.  Before  lawyers 
agree  to  represent  you  or  insurance  compa¬ 
nies  deign  to  insure  you,  there’s  the  little 
matter  of  an  audit,  and  it’s  just  as  delightful 
as  anything  the  IRS  has  to  offer.  At  least  two 
groups,  and  probably  plenty  more,  are  offer¬ 
ing  their  services  as  Y2K  auditors,  in  essence 
performing  the  same  duties  as  a  CPA.  But 
instead  ofauditingyour  financial  situation, 
they’re  auditing  your  computer  systems  to 
paint  an  impartial  picture  of  where  you  stand 
vis-a-vis  your  remediation. 

To  their  credit,  both  of  these 
groups  feature  venerable  lead¬ 
ers.  Ed  Yourdon,  program¬ 
ming  guru  and  author  of  Time 
Bomb  2000:  What  the  Year 
2000  Crisis  Means  to 
You!,  heads  the  Cutter 
Consortium,  an  advi¬ 
sory  group  affiliated 


with  Cutter 
Information  Corp.,  a 
research  and  analysis 
company  in  Arlington, 
Mass.  At  the  reins  of 
Stamford,  Conn. -based 
Software  Testing  Assurance 


Corp.  (STAC)  are  Chairman  and  CEO  Paul 
^Plftrassmann,  former  CIO  of  Xerox  Corp., 
and  Vice  Chairman  DuWayne  J.  Peterson, 
former  CIO  of  Merrill  Lynch.  STAC  President 
and  COO  Ernest  Auerbach,  former  presi¬ 
dent  of  CIGNA  Corp.’s  International  Life  and 
Group  Operations,  should  help  pave  the  way 
for  policy  preparation. 

Considering  all  the  other  Y2K  details 
crowding  your  mind,  you’re  not  alone  if  you 
haven’t  considered  getting  an  audit.  When 
Cutter  surveyed  200  IT  professionals,  81  per¬ 
cent  said  their  companies  had  not  yet  had 
their  systems  tested,  audited  or  certified  by  an 
independent  organization.  Of  those  respon¬ 
dents,  36  percent  said  they  had  no  plans  to  do 
so.  Note  to  whomever’s  in  charge  of  risk  man¬ 
agement  at  those  companies:  bad  idea. 

STAC’s  audit  tools,  dubbed  Certification 
Assessment  Services,  are  based  on  the  stan¬ 
dards  set  forth  by  the  independent  Software 
Productivity  Consortium  (www.software.org/ 
Y2K/index.html).  The  standards  are  meant  to 
provide  a  common  benchmark  for  company 
officers,  strategic  partners,  independent 
auditors,  regulatory  agencies  and  insurance 
companies.  The  Consortium  suggests  its 
independent  benchmark  is  superior  to  pro¬ 
prietary  or  arbitrary  guidelines  that  may  not 
be  accepted  by  third  parties  like  insurance 
companies  or  regulatory  agencies  when  it 
comes  time  for  litigation  negotiations.  The 
cost  of  STAC’s  services  is  based  on  the 
number  of  lines  of  code  that  need  to  be 

changed  and  the  complexity  of 
the  applications. 

Questions  remain,  though. 

Will  the  third  parties  insuring 
or  mediatingyourY2Kcon- 
version  also  agree  to  use 
the  SPC’s  benchmark, 
since  other  computer 
groups  a  re  a  Iso  devel¬ 
oping  independent 
standards?  And  will 
agreement  about  these 
standards  come  before 
or  after  the  turn  of  the 
century?  Stay  tuned. 

-Howard  Baldwin 
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AN  ACTUAL 
SIDE-BY-SIDE 
COMPARISON  OF 
OUR  NETWORK 
SECURITY 
SOFTWARE  AND 
EVERYBODY 
ELSE'S. 


We  hate  to  poke  holes  in  the  products  from  the  leading  firewall 
companies,  but  they’re  not  as  impenetrable  as  they’d  have  you 
believe.  Only  SecureZone™  from  Secure  Computing  offers 
Serious  Network  Security.  Serious  Network  Security  is  your 
assurance  that  your  firewall  will  be  as  secure  months  or  years  from 
now  as  the  day  you  installed  it.  That’s  a  degree  of  security  you  just 
can’t  get  from  the  competition. 

SecureZone’s  patented  Type  Enforcement™  architecture 
provides  a  SecureOS™  for  perimeter  security  that  prevents 
unauthorized  access  between  trusted  and  untrusted  networks.  In 
addition,  only  SecureZone  offers  Strikeback™  intruder  response, 
which  detects  an  attack  and  collects  information  on  the  attacker. 

And  only  SecureZone  employs  a  “region”  model  that  allows 
you  to  manage  security  policy  by  grouping  worldwide  teams  or 
roaming  VPN  users,  into  easily  manageable  items. 

When  it  comes  to  network  security,  there’s  really  no  compar¬ 
ison.  Call  today  and  we’ll  be  happy  to  show  you  all  the  holes 
in  your  system. 

Trade-in  anyone  else's  firewall 
software  for  SecureZone  and  you'll  save 
50%  off  the  local  list  price. 


SECURE 

COMPUTING 

Serious  Security ~ 


©1998  Secure  Computing  Corporation.  SecureZone.  Type  Enforcement.  SecureOS,  Strikeback  and  Serious  Security  arc  trademarks 
of  Secure  Computing  Corporation.  All  other  trademarks  or  registered  trademarks  used  herein  belong  to  their  respective  owners. 


www.securecomputing.com 
1  -800-379-4944 


&  B  O  U  T  YOUR  APPLICATIONS 


ISN'T 


Knowing  what  your  applications  are  doing  is 
often  half  the  battle  of  managing  them.  With 
ETEWatch™  from  Candle,  you  can  not  only  monitor 
application  activity,  but  you  can  track  actual 
application  response  time  for  each  client  on  the 
network  This  way,  you  know  exactly  what  your 
applications  are  up  to.  You  know  exactly  what  your 
users  are  up  to.  You  are,  quite  simply,  in  control. 

For  more  information  or  a  free  CD  featuring  demos 
of  ETEWatch  and  other  Candle  application  solutions, 
visit  www.candle.com/ads/zap  or  call  1-888-322-9989. 
We'll  help  get  the  information  you  need,  whatever 

♦Candle 


it  takes. 


Plugged  In 

In  Their  Own  Words 

“By  the  time  you  fin¬ 
ish  with  incentives 
and  bonuses,  you 
might  as  well  be 
signing  a  baseball 
player.” 


Cliff  Reviews 


-Robert  M.  Kavner,  president,  director  and 
CEO,  On  Command  Corp.,  on  finding 
and  hiring  good  IS  people 


F< 


Bottom 

Comforts 


Frequent  travelers  who  think  cuts  in 
airline  budgets  are  forcing  customer 
comfort  to  take  a  back  seat  to  mone¬ 
tary  concerns,  United  Airlines  invites  you  to 
sit  on  this:  The  airline  is  in  the  process  of 
installing  new  seats  on  all  of  its  wide  body 
aircraft  that  have  three  cabins. 

“Instead  of  [improving  on]  a  seat  already 
in  existence,  we  scrapped  the  old  one  and 
started  from  the  ground  up,”  says  Mary  Jo 
Holland,  a  spokesperson  for  United 


Airlines.  Among  the  features  of  the  new 
seat,  dubbed  connoisseur,  are  “wings”  that 
allow  the  headrest  to  tilt  in  six  different 
directions,  a  bladder  in  the  seat’s  back  sup¬ 
port  that  allows  the  passenger  to  inflate  and 
deflate  air  pockets  to  stimulate  blood  sup¬ 
ply  to  the  lower  back  and  a  height- 
adjustable  bottom  cushion. 

Before  arriving  at  the  final  design,  hun¬ 
dreds  of  frequent  fliers  tried  out  different 
combinations  of  seats  and  offered  feedback 
on  their  favorite  features.  So  far.  United  has 
equipped  only  its  business-class  cabins 
with  the  seats  but  will  soon  add  them  to 
economy  and  first-class  cabins. 

For  those  executives  whose  typical  com¬ 
mute  finds  them  on  a  747,  the  friendly  skies 
just  got  a  little  friendlier.  ■ 


OR  MANAGERS  WHO  COME  DOWN  WITH  A 
severe  case  of  writer’s  block  when  employee 
review  time  rolls  around,  KnowledgePoint  in 
Petaluma,  Calif.,  offers  a  solution.  The  software 
developer  recently  introduced  Performance  Now 
Internet  Edition,  a  service  that  allows  companies 
to  set  up  a  performance  review  process  on 
the  Web.  Each  member  company  is 
assigned  a  unique  password-protected 
URL  that  allows  it  to  access  pre-made 
review  forms  (companies  can  create  their 
own  forms,  too).  The  service  marches 
users  step  by  step  through  employee 
reviews,  asking  the  manager  to  rate  the 
employee  in  different  categories  on  a 
scale  of  one  to  five.  It  then  transforms 
the  scores  into  sentences  that  make  up 
a  job  performance  summary.  If  you  are 
not  quite  sure  how  to  tell  McFish  in 
sales  that  his  people  skills  could  use  a 
little  polishing,  the  service,  skilled  in  the 
art  of  diplomacy,  provides  criticism  and 
compliments  in  a  tone  that  would  make  any 
HR  executive  proud.  The  program  can  even  help 
set  employee  goals  for  the 
next  year. 

At  Strategic  Resource 
Solutions  in  Cary,  N.C., 
Performance  Now  has  given 
the  young  company  an  easy 
way  to  develop  a  consistent 
review  process.  The  best  part 
of  it  is  that  it  “generates  text 
that’s  meaningful  and  also 
meets  HR  criteria,”  says  Gary 
Bossert,  a  human  resources 
specialist  at  the  company,  who 
has  used  the  service  for  50  man¬ 
agers  so  far  and  hopes  to  extend 
it  to  Strategic’s  200  managers 
nationwide.  For  more  informa¬ 
tion,  visit  the  company’s  single 
user  site  at  www.performance 
review.com.  ■ 
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Everything  you  need  to  know  about 
web-to-host  but  didn’t  know  who  to  ask. 


Enterprise  computing  experts  and  leading  industry  analysts  agree: 
the  greatest  potential  for  return  on  investment  in  web  applications 
comes  from  tying  line-of-business  processes  to  the  web.  That 
means  applications  and  databases  on  enterprise  host  systems. 


For  real-world  insights 
without  all  the  hype,  call 
1-800-426-6283  and  ask  for 


Attachmate,  the  leader  in  mainframe  and  multi-host  information 
access,  presents  the  Web-to-Host  Quick  Reference  Guide.  You’ll  find 
hard  facts  and  learn  why  web-to-host  is  the  future.  Plus  real-world 
case  studies  and  brief  descriptions  of  Attachmate®  web-to-host 
solutions:  EXTRA!®  Objects,  Attachmate  HostPublishing  System 
and  Attachmate  HostView™  Server. 

Request  your  copy  today.  Call  toll-free  or  visit  our  web  site  at 

www.attachmate.com/ad/cio.htm 


©  1 998  Attachmate  Corporation.  All  Right*  Reserved.  Printed  m  USA.  Attachmate  and  EXTRA!  are  registered  trademarks  and  HostView  is  a  trade¬ 
mark  of  Attachmate  Corporation.  7-096SA.0298 
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your  copy  of  the  Web-to-Host 

Quick  Reference  Guide. 
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Plugged  In 


High-Tech  Recruitment 
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Animal 

Attraction 
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WATCH  OUT  SILICON 
Valley:  There’s  a  new 
dog  in  Rochester. 

Suffering  from  the  ubiquitous 
problem  of  too  many  IT  spots 
and  too  few  people  to  fill 
them,  companies  and  civic 
associations  in 
Rochester,  N.Y.,  have 
taken  the  “if  you 
can’t  beat  ’em,  join  ’em”  route  and  banded  together  to 
attract  IT  talent  to  upstate  New  York.  The  result:  the 
SmartDog  Web  site  (www.smartdog.org),  which 
allows  member  companies  to  post  local  job  listings 
and  uses  lively  graphics  and  a  heavy  dose  of  humor  to 
tout  Rochester’s  strong  points. 

A  prospective  job  seeker  can  follow  the  grinning, 
bespectacled,  purple  polka-dotted  dog  icon  to  view 
listings  from  the  hottest  companies  in  the  area  or  to  get 
the  lowdown  on  the  high  points  of  the  Rochester 
lifestyle,  which  include  close  proximity  to  the  Finger 
Lakes,  a  low  cost  of  living,  a  four-season  climate  and 
authentic  Buffalo  wings. 

Creators  of  the  site,  which  went  live  in  January  of 
this  year,  have  geared  most  of  their  advertising  efforts 
toward  the  high  concentration  of  IT  workers  in  Silicon 


Valley,  according  to  Sandy 
Parker,  senior  vice  president  of 
the  Rochester  Industrial 
Management  Council.  Twenty- 
five  member  companies  pay 
regular  dues  to  list  their  job 
openings  on  the  site  and  can 
update  them  as  often  as 
they  wish.  Founders 
expect  to  see  the  number 
of  members  grow  as 
word  of  the  site  gets 
around. 
“The  only 


S' 


require¬ 
ment  is  that 


Change 


1 


Manufacturing  Success 


How  CEOs  of  manufacturing  companies  are  preparing  for  the  21st  century 

■  Aggressively  and  continually  managing  change 

■  Finding  marketing  and  manufacturing  niches 

■  Adopting  information  technology  to  reduce  time  to  market 

■  Getting  lean  on  manufacturing  production 

■  Continuingthe  focus  on  quality 

■  Using  all  employees  to  drive  continuous  improvement 

■  Effectively  managing  energy  purchase  and  use 

■  Incorporating  environmental  management  into  production 

■  Managing  the  secondary  business— making  money  from  indirect  processes 

■  Integrating  multiple  management  systems 

SOURCE:  GEORGIA  INSTITUTE  OF  TECHNOLOGY’S  ECONOMIC  DEVELOPMENT  INSTITUTE 


a  company 
have  a  recruitment 
need  in  the  high-tech 
area,”  says  Parker. 

Marisa  Hackett,  director  of  human  resources  for 
member  company  TPA  Software  Inc.,  praises  the  col¬ 
laborative  effort  as  a  solution  to  the  problem  of  1,700 
Rochester  companies  continually  squabbling  among 
themselves  to  get  the  same  high-tech  workers.  “We 
have  this  common  problem.  [To  solve  it,  we  won¬ 
dered,]  ‘What  if  we  pooled  resources  instead  of  trying 
to  compete  with  each  other?”’  she  says,  adding  that  in 
the  greater  Rochester  area,  “the  number  of  technical 
jobs  is  growing  faster  than  the  number  of  people.”  But 
can  flashy  graphics  and  witty  text  make  a  difference  in 
the  competitive  high-tech  recruiting  arena? 

“Definitely,”  says  Hackett.  “I’ve  lost  track  of  how 

many  resumes  I’ve  gotten.”  For 
member  companies,  the  best 
part  of  the  deal  is  that  com¬ 
pared  with  the  costs  of  other 
recruiting  methods,  SmartDog 
is  a  cheap  alternative.  The 
investment  more  than  pays  for 
itself  if  a  company  hires  just 
one  person  through  the  site. 

“We’re  not  trying  to  com¬ 
pete  head-on  [with  Silicon 
Valley],  but  we  offer  other 
options,”  says  Hackett.  And 
SmartDog  isn’t  lacking  in  bru¬ 
tal  honesty,  either.  The  section 
on  life  in  Rochester  offers  a 
piece  of  sage  advice  to  those 
reluctant  to  leave  the  balmy 
temperatures  of  the  West  Coast 
for  colder  climes:  “You  just 
have  to  accept  the  fact  that 
every  once  in  a  while  you’re 
going  to  freeze  your  butt  off.” 

-Meg  Mitchell 
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A  COLD,  HARD  LOOK  AT  HOT  TRENDS 


Go  Team? 


Two  cheers  for  team-based  management 

BY  PERRY  GLASSER 


At  least  since  roman  legions  conquered 
Gaul,  military  leaders  have  known  soldiers  don’t 
give  a  rat’s  tail  about  country  or  causes;  how¬ 
ever,  they  also  know  that  in  the  face  of  death, 
a  soldier  will  risk  his  life  for  his  comrades. 
Perhaps  no  element  of  training  is  more  important  than  cre¬ 
ating  esprit  de  corps. 

What  was  clear  to  Julius  Caesar  has  become  accepted  wis¬ 
dom  in  the  executive  suite.  Most  employees  would  rather  hurry 
home  to  dine  with  their  kids  than  add  extra 
nickels  to  the  bottom  line  for  dear  old 
International  Widget.  But  who  among 
us  is  unwilling  to  stay  late  a  few 
nights  so  as  not  to  let  down  Sally  and 
John,  our  buddies  who  work  down 
the  hall? 

In  the  early  1980s,  when  the 
Japanese  were  dining  on  the  lunch 
of  Western  economies,  rugged  indi¬ 
vidualism  suddenly  seemed  coun¬ 
terproductive.  If  American  work¬ 
ers  weren’t  quite  ready  to  sing  the 
company  song  each  morning,  at 
least  they  knew  about  team¬ 
work.  It’s  how  the  West  was 
won — and  it’s  why  soccer 
moms  and  dads  encourage 
their  kids  to  pass  the  ball. 

But  before  committing 
your  organization  to  team- 
based  management,  be  sure 
your  understanding  of  how 
to  transform  a  group  into  a  team  goes 
beyond  what  you  learned  on  the  soccer  field.  A  coffee  klatch 
does  not  a  task-based  team  make. 

All  groups  wrestle  with  issues  of  authority,  trust  or  gender, 
and  while  the  issues  may  never  be  resolved,  they  must  be  reck¬ 
oned  with.  Jane  Linder,  senior  analyst  of  leadership  strategies 
for  Cambridge,  Mass.-based  Forrester  Research  Inc.,  is  a  great 
believer  in  team-based  management,  but  she  also  points  out 
that  teams  are  weakest  when  they  reach  a  crossroads. 
“Someone  has  to  stand  up  and  say,  ‘We’re  going  this  way,  not 


that,”’  Linder  says,  “and  that  is  always  a  difficult  moment.” 

One  might  argue  that  the  most  efficient  organizational  unit 
is  one  person  with  talent,  vision  and  energy.  But  because  Ben 
Franklin  and  Leonardo  da  Vinci  are  unavailable,  consider  how 
“groupthink”  can  stifle  individual  initiative.  And  despite  all 
the  talk  about  giving  groups  incentives,  another  reservation 
about  team-based  management  is  how  to  dole  out  individual 
rewards.  Although  such  tools  as  360-degree  feedback  may 
help  measure  an  individual’s  contribution  to  a  group,  be  care¬ 
ful.  Without  appropriate  analysis  and  application  of  the 
results,  what  used  to  be  called  gossip  and  perception  can 
become  confused  with  rock-hard  truth. 

All  this  suggests  that  training  is 
required  not  only  for  team  par¬ 
ticipants  but  for  the  executives 
who  must  learn  to  evaluate  and 
manage  teams.  CEOs  may  find 
themselves  in  the  woods  building 
rope  bridges,  scaling  cliffs  and 
falling  into  their  colleagues’  arms, 
though  such  exercises  won’t  nec¬ 
essarily  help  them  know  when  to 
be  team  players  and  when  to  lead 
the  charge. 

There’s  plenty  to  say  in  favor  of 
teams,  of  course.  Line  workers  at 
Saturn  this  year  overwhelmingly 
rejected  unionism  and  endorsed 
preservation  of  their  special  team- 
based  labor-management  relation¬ 
ship.  No  question,  job  satisfaction 
often  supersedes  salary  and  benefits. 
Chances  are  that  the  sense  of  ful¬ 
fillment  we  feel  as  part  of  a  closely  knit 
group  dates  to  prehistoric  times  when  hunters  and  gatherers 
roamed  the  veld  and  found  safety  in  numbers.  It’s  a  good  feel¬ 
ing,  but  never  forget  that  the  herd  instinct  can  also  lead  cattle 
to  stampede.  BE! 

Features  Editor  Perry  Glasser  can  be  reached  at  glasser@ 
cio.com.  Send  responses  to  this  column  or  suggestions  for 
future  topics  to  reality@cio.com. 


26  CIO  ENTERPRISE  •  SECTION  2  /  JUNE  15,  1998 


http://enterprise.cio.com 


ILLUSTRATION  BY  JACK  GALLAGHER 


WORLD 


WILL 
E  SANE 


Visual  Object  Modeling  for  PIES 


The  right  technology  and  the  right  people  have  finally  come  together  to  bring 
you  Xfactory.  Built  from  the  ground  up,  using  the  latest  Microsoft  innovations, 
Xfactory  gives  you  overnight  control  of  your  manufacturing  world. 


“Xfactory  redefines  the  . 
Manufacturing  Execution  System 
(MES)  application  spam  by  optimal¬ 
ly  leveraging  Microsoft  technologies 
and  the  Windows  Distributed 
interNet  Applications  (DNA)  archi¬ 
tecture.  By  starting  with  a  clean 
slate  and  a  pure  3 -tier  architecture, 
Xfactory  brings  unparalleled  ease -of - 
use,  flexibility  and  compatibility  to 
the  market.  If  anyone  else 
can  do  it,  they  should.” 


Marcus  Schmidt, 

Microsoft 

Industry  Marketing  Manager 
for  Manufacturing 


“Xfactory  has  allowed  our  internal 
domain  experts  to  easily  incorporate 
our  complex  production  processes 
into  its  intuitive  modeling  environ¬ 
ment.  More  significantly,  Xfactory 
has  allowed  us  to  effectively  manage 
process  change  and  raise  visibility  of 
the  production  process  through  our 
value  chain.  As  a  result,  our  total 
cost  of  ownership  has  been 

tremendously  lowered 


Gerald  D.  Brasuell, 

Vice  President 
&  General  Manager, 
Systran  Danner  Inertial 
Division ,  BE!  Sensors 
&  Systems  Company 
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Knowledge  Profiteering 

Think  knowledge  management  is  a  fad?  Savvy  entrepreneurs  of  this 
century  and  last  have  proved  its  value  time  and  again. 

BY  LEONARD  M  .  FULD 


Management  guru  peter  drucker 
predicted  the  future  importance  of  the 
knowledge  worker  more  than  30  years  ago, 
but  the  knowledge  profiteer  (KP)  has  been 
around  for  generations.  Instead  of  just 
dealing  with  information,  KPs  make  deals  using  information. 
Consider  the  likes  of  19th  century  financier  Nathan  Rothschild 
and  inventors  Cyrus  McCormick  and  George  Westinghouse, 
as  well  as  their  contemporary  KP 
counterparts  Microsoft’s  Bill 
Gates  and  information  magnate 
Michael  Bloomberg.  All  have 
made  fortunes  using  knowledge. 

Although  these  successful 
entrepreneurs  shared  several 
traits — a  bottom-line  focus,  the 
ability  to  see  the  world  in  con¬ 
crete  terms  and  the  drive  to  dom¬ 
inate  a  market — they  achieved 
their  knowledge-derived  wealth 
through  different  means.  Roths¬ 
child  used  knowledge  as  intelli¬ 
gence.  McCormick  and  Westing- 
house  plied  it  to  persuade.  Gates 
developed  tools  for  managing 
knowledge.  And  Bloomberg  cre¬ 
ated  a  successful  knowledge 
product.  (See  “The  Secrets  of 
Knowledge  Profiteers,”  Page  32.) 

Executives  who  view  knowledge 
management  as  a  grand  abstrac¬ 
tion  can  learn  how  to  capitalize 
on  their  knowledge  by  studying 
these  proven  methods  of  knowl¬ 
edge  profiteering. 

First,  Intelligence 

In  1815,  the  Battle  of  Waterloo 
launched  one  of  the  greatest 
profiteering  gambits  in  history. 


As  legend  has  it,  Nathan  Rothschild  planted  contacts 
equipped  with  carrier  pigeons  across  Europe,  hoping  to  hear 
the  outcome  of  the  battle  before  any  of  his  merchant  banking 
competitors  in  London.  Knowing  that  he  received  the  first 
word  on  Wellington’s  victory,  Rothschild  proceeded  to  dump 
all  of  his  British-backed  government  securities  on  the  market, 
making  it  appear  as  if  Britain  had  lost.  Not  wanting  to  get 
caught  short,  all  of  his  competitors  likewise  unloaded  their 

securities.  As  soon  as  Rothschild 
saw  the  market  bottom  out,  he 
bought  back  every  piece  of 
paper  at  fire  sale  prices  and 
made  a  killing.  (For  more  on 
Rothschild’s  exploit,  see  “The 
Speed  of  Light,”  CIO,  Dec.  15, 
1996/Jan.  1, 1997.) 

What  made  Rothschild  tick? 
How  did  this  legendary  KP  con¬ 
sistently  win  in  market  after  mar¬ 
ket?  He  saw  pure  knowledge  as 
intelligence,  a  profit  lever  that  he 
could  use  to  control  a  market. 
The  brilliance  behind  Roths¬ 
child’s  approach  was  that  he 
could  never  be  sure  where  the 
winning  piece  of  information 
would  come  from,  so  he  needed 
a  lot  of  it.  He  had  to  sift  through 
piles  of  data  before  he  would  com¬ 
mit  his  fortunes  to  so  large  a  bet. 

Can  executives  learn  from 
Rothschild  in  today’s  market? 
Alex  Mandl  would  say  so. 
Mandl,  formerly  the  executive 
thought  most  likely  to  succeed 
Robert  Allen  as  AT&T’s  CEO, 
left  that  organization  to  become 
an  entrepreneur  and  launched  a 
much  smaller  telecom  company, 
Teligent  Corp.,  in  Vienna,  Va.  In 
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Intellectual  Capitalism 


a  recent  interview  in  USA  Today,  Mandl 
noted  that  “It’s  very  refreshing  to  have 
information  coming  to  you  in  a  raw, 
unmitigated  way.  In  a  very  large  com¬ 
pany,  information  tends  to  get  filtered 
and  massaged.” 

Of  course,  as  any  executive  with  an 
overflowing  in  box  can  attest,  there’s  a 
flip  side  to  stockpiling  information.  In 
order  to  turn  a  data  stream  into  prof¬ 
itable  knowledge,  KPs  need  to  remain 
focused  on  the  right  details.  Warren 
Buffett  is  a  leading  example. 

Called  the  greatest  investor  of  all  time 
by  many,  Buffett  first  targets  industries 
he  understands.  Aside  from  looking  for 
effective  management,  he  seeks  certain 
characteristics,  including  strong  cash 
flow,  low  capital  requirements  and  the 
ability  to  control  prices  in  the  market. 
Although  there  may  be  oceans  of  other 
information  flooding  the 
market  about  these  target 
companies,  Buffett  ana¬ 
lyzes  only  the  most  impor¬ 
tant  pieces;  then  he  places 
his  often  successful  bets. 

Not  all  KPs  are  house¬ 
hold  names.  A  pharma¬ 
ceutical  company  learned 
that  its  rival  was  threaten¬ 
ing  to  roll  out  a  “me-too” 
product.  If  the  senior 
product  manager  had  lis¬ 
tened  only  to  news  reports 
and  industry  rumors 
about  the  competitive 
threat,  he  would  have  pre¬ 
maturely  launched  a  mar¬ 
keting  campaign,  leaving 
nothing  in  the  company’s  war  chest 
should  the  rival’s  product  hit  the  market 
at  a  much  later  date.  My  company 
worked  with  him  to  reality-test  the 
rumors. 

Because  the  rival  needed  to  stockpile 
a  certain  number  of  pills  to  achieve  the 
predicted  national  rollout,  we  focused 
on  two  pieces  of  intelligence:  the  plant’s 
employment  levels  and  the  import  of 
raw  materials  used  to  make  the  finished 
pills.  By  analyzing  this  data,  we  dis¬ 
proved  the  rumors.  As  a  result,  our  client 
held  its  advertising  and  promotional  dol¬ 
lars  in  reserve  until  the  competitor’s 
actual  rollout,  when  it  deluged  the  mar¬ 
ket  with  promotional  price  cuts  and  spe¬ 
cial  offers.  This  KP  not  only  held  the 


rival  at  bay  but  severely  impaired  the 
competitor’s  potential  growth. 

The  Persuaders 

Long  before  Vance  Packard  described 
the  power  of  advertising  to  America  in 
the  late  1950s  in  his  bestseller  The 
Hidden  Persuaders,  there  were  other 
KPs  who  used  particular  pieces  of 
knowledge  to  convince  a  market  to  buy 
a  certain  product  or  service. 

In  1851,  Cyrus  McCormick  decided 
to  take  his  new  reaping  machine  out  of 
the  Crystal  Palace  exhibition  to  a  farm 
in  Essex,  England.  According  to  reports, 
he  harvested  74  yards  in  just  70  seconds, 
many  times  faster  than  any  other  means 
available  to  19th  century  farmers. 
McCormick  invented  the  reaper,  but  his 
demonstration  of  its  value  as  a  profit 
engine  sold  it  to  the  world.  As  the 


London  Times  observed,  “The  reaping 
machine  has  carried  conviction  to  the 
heart  of  the  British  agriculturist.” 

At  the  dawn  of  the  age  of  electricity, 
George  Westinghouse,  the  air  brake 
inventor,  promoted  alternating  current 
because  it  could  carry  power  at  distances 
far  greater  than  direct  current.  Thomas 
Edison,  inventor  of  the  light  bulb,  gen¬ 
erator  and  electrical  generation  station, 
advocated  direct  current.  Westinghouse 
knew  that  the  success  of  such  a  project 
had  to  factor  in  distance  if  large  popu¬ 
lations  were  to  be  served  efficiently. 

This  “War  of  the  Currents,”  as  the 
newspapers  labeled  the  dispute,  ran  for 
nearly  a  decade.  Edison  attacked 
Westinghouse’s  alternating  current  as 


The  successful  KP 
sees  beyond  the 
gimmickry,  bells 
and  whistles 
that  attract  us  to  the 
latest  software  or 
networking  packages. 


unsafe  and  even  deadly.  “A  purveyor  of 
death,”  he  called  it,  because  of  its  use  in 
electrocutions.  But  Westinghouse  had 
economics  on  his  side;  by  touting  the 
superior  efficiency  of  AC,  Westinghouse 
convinced  appliance  manufacturers  and 
electrical  infrastructure  suppliers — and 
ultimately  consumers — that  it  would  be 
cheaper  to  use  his  method.  By  1900,  the 
“war”  was  over  with  most  electrical 
equipment  producers  making  equipment 
using  alternating  current. 

The  Battle  over 
Knowledge  Tools 

In  the  same  way  that  Westinghouse  used 
knowledge  to  convince  a  market, 
Microsoft,  Sun  Microsystems  and  Apple 
have  battled  over  which  company  can 
produce  the  best  knowledge  tool.  This 
time  the  tool  itself  is  the  conveyer  of 
knowledge.  Whoever  wins  this  battle  is 
likely  to  win  the  knowledge  war.  Bill 
Gates  understands  that,  as  does  the 
Justice  Department. 

To  see  how  important  the  knowledge 
tool  is  to  Gates,  just  look  at  what  he  did 
a  few  years  ago.  In  1994,  Netscape  sur¬ 
prised  Microsoft  when  it  entered  the 
market  and  turned  the  information  busi¬ 
ness  on  its  ear.  Gates  quickly  realized 
that  should  he  lose  the  inevitable 
browser  battle,  he  might  as  well  pack  it 
in.  If  Netscape  became  the  conveyer  for 
information,  it  might  well  depose 
Windows  (just  as  Windows  effectively 
vanquished  Apple’s  operating  system 
only  a  few  years  ago). 

Within  four  months  of  Netscape’s 
IPO,  Microsoft  announced  that  it  had 
totally  reorganized  its  portfolio  to  meet 
or  beat  Netscape  in  nearly  every  part  of 
its  business.  As  of  May  1998,  according 
to  GartnerGroup  Inc.’s  Dataquest, 
Microsoft  had  nearly  40  percent  of  the 
browser  market. 

Microsoft  understands  that  in  order 
to  build  a  knowledge-based  empire,  it 
first  needs  to  have  the  tools  in  place. 
Own  the  platform  and  you  can  also  own 
or  control  much  of  the  content.  Offering 
knowledge  products  is  the  next  step  for 
Microsoft,  which  has  already  begun  the 
foray  with  the  introduction  of  its 
CarPoint  Web  site  (www.carpoint. 
msn.com),  an  online  automobile  sales 
database  that  Forrester  Research  Inc. 
predicts  will  earn  $  1 00  million  by  200 1 . 
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Microsoft’s  education  and  games  busi¬ 
ness  is  expected  to  earn  $300  million  in 
1998,  according  to  BusinessWeek. 

Knowledge  as  Product 

No  individual  has  succeeded  at  knowl¬ 
edge  profiteering  in  the  knowledge-as- 
product  realm  more  than  Michael 
Bloomberg.  He  recognized  that  the 
financial  industry  was  mired  in  infor¬ 
mation  overload  and  created  a  valuable 
knowledge  product,  the  Bloomberg  ter¬ 
minal,  to  deliver  investment  insights  in 
an  easy-to-use  package. 

“Our  product  would  be  the  first  in  the 
investment  business  where  normal  peo¬ 
ple  without  specialized  training  could  sit 


down,  hit  a  key  and  get  an  answer  to 
financial  questions,  some  of  which  they 
didn’t  even  know  they  should  ask,” 
Bloomberg  wrote  in  his  1997  biography. 
“To  this  day,  we  still  don’t  have  a 
competitor.” 

Although  his  statement  may  seem 
self-serving,  it’s  essentially  accurate.  In 
the  mid-1980s,  Bloomberg  foresaw  the 
need  for  real-time  trading  information 
that  was  easy  to  manipulate.  Although 
several  Web  sites,  database  vendors  and 
brokerage  houses  have  begun  to  offer 
similar  products,  none  yet  offer  the  same 
power  and  added  value. 

Consider  Bloomberg’s  price  position 


and  how  his  knowledge  product  contin¬ 
ues  to  succeed  where  others  have  failed. 
Not  even  10  years  ago,  an  information 
broker  would  have  charged  nearly  $50 
to  retrieve  a  Securities  and  Exchange 
Commission  10-K  (annual)  report. 
Today,  anyone  who  is  even  moderately 
computer  literate  can  locate  and  down¬ 
load  the  same  document  via  the  Internet 
for  free.  Quite  a  difference.  While 
Bloomberg  charges  a  premium  to  deliv¬ 
er  similar  raw  data,  his  product  also 
allows  the  user  to  massage  the  data  in 
many  creative — and  profitable — ways. 
(For  example,  users  can  create  charts 
and  graphs  to  show  changes  in  a  stock’s 
position.)  This  “massageability”  trans¬ 


lates  into  real  value  for  the  Bloomberg 
user,  a  value  worth  a  high  price. 

Profiteering  Lessons 

Rothschild,  McCormick,  Westinghouse, 
Gates  and  Bloomberg  represent  a  class 
of  entrepreneurs  who  saw  knowledge  as 
a  means  to  accumulate  wealth.  They 
translated  this  somewhat  vague  concept 
of  knowledge  into  specific,  operational 
terms.  Knowledge  as  investment  news. 
Knowledge  to  persuade  investors. 
Knowledge  to  lock  up  a  market. 

In  the  age  of  celebrity  entrepreneurs, 
can  corporations  learn  lessons  from  these 
knowledge  profiteers?  Some  already 


have.  For  example,  American  Airlines 
pioneered  the  use  of  a  corporate  database 
as  both  a  knowledge  product  and  a 
knowledge  tool.  By  creating  the  Sabre 
System,  it  turned  its  reservation  system 
into  an  industry  knowledge  standard  that 
nearly  all  travel  agents  had  to  use.  U.S. 
Robotics,  maker  of  the  fast-selling 
PalmPilot,  has  produced  the  first  popular 
personal  digital  assistant  and  has  hun¬ 
dreds  of  software  developers  creating 
products  compatible  with  its  knowledge 
tool.  Dow  Jones,  not  resting  on  its  laurels 
as  publisher  of  The  Wall  Street  Journal, 
began  aggressively  enhancing  its  online 
news  service  over  a  decade  ago,  making 
it  one  of  the  most  popular  in  the  business. 

While  scores  of  other  news 
services  exist,  Dow  Jones 
remains  on  top  because  few 
match  its  timeliness  and 
global  coverage. 

Still,  most  corporations 
have  not  learned  the 
knowledge  profiteering 
lessons  well  enough,  often 
failing  to  adopt  the  single- 
mindedness  and  tenacity 
demonstrated  by  KPs  over 
the  centuries.  The  success¬ 
ful  KP  sees  beyond  the  gim¬ 
mickry,  bells  and  whistles 
that  attract  us  to  the  latest 
software  or  networking 
packages.  While  all  this 
technology  is  wondrous 
and  ever  more  powerful, 
technology  in  and  of  itself 
does  not  generate  profit 
unless  it  becomes  an  indis¬ 
pensable  tool  for  managing 
knowledge. 

Knowledge  profiteers  clearly  under¬ 
stand  that  technology  that  does  not  help 
them  create  a  knowledge  tool  to  win  a 
market  is  a  waste  of  time.  Years  from 
now,  when  our  great-grandchildren  ben¬ 
efit  from  technologies  not  yet  conceived, 
knowledge  profiteers  will  still  thrive. 
And  they’ll  do  it  by  taking  on  the  knowl¬ 
edge  world  on  the  same  terms — their 
own.  BE! 


Leonard  M.  Fuld  is  president  of  Fuld 
&  Co.,  a  competitive  intelligence 
research  and  analysis  firm  in  Cam¬ 
bridge,  Mass.  He  can  be  reached  at 
lfuld@fuld.com. 


The  Secrets 

of  Knowledge  Profiteers 

Four  methods  of  applying  knowledge  for  financial  gain 


Apply  knowledge  as 
■  intelligence.  Use  market 
knowledge,  or  intelligence, 
to  take  advantage  of  business 
opportunities.  Like  this 
morning’s  stock  quotes,  these 
competitive  insights  have  a 
short  shelf  life.  Act  quickly  on 
market  knowledge  to  beat  the 
competition. 

2  Use  knowledge  to 
■  persuade.  Publicize 


powerful  pieces  of  information 
to  create  demand. 

3  Control  the  knowledge 
■  platform.  Create  the 
knowledge  real  estate  everybody 
must  use.  For  example,  operating 
systems  do  not  create  informa¬ 
tion;  they  store  and  share  infor¬ 
mation.  But  by  owningthe  oper¬ 
ating  system  you  can  become  a 
very  powerful  and  wealthy  land¬ 
lord.  Just  ask  Bill  Gates. 


Sell  knowledge  as  a 
■  product.  Although 
knowledge  products  have 
existed  for  centuries  in  the 
form  of  encyclopedias  and 
other  reference  sources,  20th 
century  KPs  can  create  tech¬ 
nology  products  that  stan¬ 
dardize  whole  bodies  of  knowl¬ 
edge.  KPs  who  offer  their 
products  on  the  Web  can 
instantly  hook  large  popula¬ 
tions  of  customers.  -L.M.  Fuld 
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How  do  you  find  the  expertise  you  need  to 
turn  your  business  strategies  into  reality? 

Start  by  getting  the  most  experienced  help  available.  When  it  comes  to  budgeting  and  planning, 
financial  consolidation  and  management  reporting.  Performance  Measurement,  Executive  Information 
Systems,  Balanced  Scorecard,  and  sales  analysis...  that's  Comshare.  We've  helped  thousands  of  the  world's  leading 
corporations  to  compete  and  succeed  in  the  global  marketplace.  And  we've  built  our  30  years  experience  into  all  of  our  applications.  Let 
Comshare  help  you  turn  your  great  strategies  into  reality. 


Experience 


Recognized  market  leader  in  decision  support  software  with  over  3,000  custon 

Since  1966.  we  have  helped  thousands  of  the  world’s  leading  contpan.es  tncrease 
revenues,  decrease  then  costs,  and  max.rn.ze  then  profits 

Full-service  vendor  with  the  resources  and  expertise  to  help  solve  your  most  ennea, 
plamiing,  analysis,  and  reporting  needs,  on  tune  and  on  budget 


Accomplishments  Financial  **  ^  ^ 

«  cut  the  r  and  **  of  budgenng  whfie  improving 
ri^l^ofdte  process,  using  Comshare  BudgetPLUS  , 

Performance  Measurement:  reliably  helped 
d^?a^^capahifi^across  their  enterpnse,  using 


References 


‘Comshare’s  Performance  Measurement  software 
has  reduced  our  information  generation  and 
dissemination  costs  by  70%.  At  the  same  time,  our 
ability  to  make  better  decisions  about  our  custome 
and  their  product  .nix  has  significantly  .mproved. 

Michael  Ippoliti 
.  Bethlehem  Steel 

“The  Comshare  Budgeting  application  is  enhancing 

and  facilitating  a  better  planning 
I  think  if  you  can  plan  better,  you  11  ultimately  be 

more  profitable. 

Tim  Bridle 
Sunoco  Retail 


Hundreds  of  references  available  upon  request 
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merging 


Steve  Roehrich,  a  vice 
president  for  quality 
management  at 
Johnson  &  Johnson, 
wants  to  gain  greater 
effjffienaes  by 
coordinating  IT  at  its 
global  offices. 


hallenges 


The  information  technology  hazards  you 
face  in  emerging  markets  can  leave  you 
with  a  global  headache.  Here  are  some 
ways  to  relieve  the  pain. 

BY  GARY  ABRAMSON 


■  he  good  citizens  ofProvomiai,  a 
Ukrainian  town  that  even  in  the 
1990s  had  not  yet  caught  a  glimpse 
of  the  global  communications  revo¬ 
lution,  were  still  sharing  a  single 
j  phone  line  as  recently  as  two  years  ago.  Then  the 
i  remote,  military-dominated  area  surrounding  the 
j  small  town  became  the  focal  point  of  a  massive, 
i  three-nation  project  to  eliminate  the  Ukraine’s 
j  Cold  War  arsenal  of  weapons  of  mass  destruction. 
\  Four  US.  companies  and  nearly  100  Ukrainian 
j  and  Russian  subcontractors  abruptly  found  them- 
i  selves  embarking  on  a  $100  million  project  with- 
i  out  much  of  the  technology  considered  basic  to 
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CEOS,  CFOS  AND  CIOS  AT 
global  companies  should 
read  this  article  to  learn 

►  The  importance  of  choosing 
the  right  technology  for 
offices  in  emerging  markets 

►  How  to  cope  with  weaker  IT 
skills  and  infrastructure 
abroad 

►  How  to  avoid  problems  by 
understandingthe  culture 
of  countries  in  which  you  do 
business 


V 
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businesses  in  the  late  20th  century. 

“In  the  beginning  we  had  to  use 
the  military’s  communications  sys¬ 
tem,  access  to  which  was  very  limit¬ 
ed,”  recalls  Ron  Naventi,  principal  vice 
president  and  manager  of  operations  for 
Bechtel  National  Inc.  in  San  Francisco, 
the  lead  company  in  the  U.S.  Defense 
Department-funded  Cooperative  Threat 
Reduction  Program.  Even  in  Kiev,  the 
Ukrainian  capital  where  Bechtel  set  up 
its  main  office  for  the  project,  “The  basic  system 
was  primitive  by  Western  standards,”  Naventi 
says.  Faxes  could  take  10  tries  to  get  through.  The 
Kiev  office  had  to  receive  documents  from  one 


dinate  a  medley  of  alternative  com¬ 
munications  links,  including  cellu¬ 
lar  and  satellite  phones  and  laptop 
computers.  Now  its  engineers  can 
connect  with  the  home  office  in  San 
Francisco  and  share  data  coming  from 
all  over  the  2,200  square  mile  project 
area.  And  Bechtel  can  get  down  to 
its  business  of  blowing  up  and  burying 
all  140  of  Ukraine’s  SSI 9  ICBM  mis¬ 
sile  silos. 

Bechtel’s  experience  in  Ukraine  may  be  extreme, 
but  American  companies  face  information  tech¬ 
nology  challenges  in  all  emerging  markets.  In  far 
less  remote  locations,  project  leaders  and  company 
executives  must  overcome  IT  obstacles  that  can 
slow,  complicate  or  even  shut  down  business  oper¬ 
ations.  These  roadblocks  are  often  extremely  dif¬ 
ferent  from  the  ones  they  face  at  home.  To  succeed 
in  emerging  markets,  global  companies  must 
choose  the  right  technology  for  the  right  location 
(sometimes  less  is  more),  cope  with  IT  shortages 
and  weaknesses  abroad,  understand  how  foreign 
governments’  policies  affect  their  IT  decisions  and 
manage  the  cultural  differences  that  affect  remote 
offices. 


Russia, 

expect  telecom  service 
to  be  increasingly  up- 
to-date  in  Moscow  but 
weak  in  outlying  areas; 
expect  to  encounter 
some  Cold  War-era 
attitudes  toward 
control  of  information. 


The  Right  Technology 

TOM  LESICA,  FORMERLY  THE  HEAD  OF  PEPSI- 
Cola  International’s  worldwide  IT  operations  in 
Somers,  N.Y.,  lays  out  what  should  perhaps  be  the 
primary  lesson  for  any  latter-day  corporate 
Columbus:  Before  your  company  makes  decisions 
about  a  new  market,  go  ashore  and  take  a  good 
look  around.  In  China,  Fesica,  who  is  now  vice 
president  of  IT  for  Pepsi-Cola  North  America,  saw 
that  the  handheld,  486-based  computer  that  dis¬ 
tributors  in  the  United  States  carry  along  on  deliv¬ 
eries  was  not  going  to  work  there.  “In  mainland 
China,  the  road  infrastructure  doesn’t  always 
allow  for  delivery  trucks;  you  might  have  a  cart  or 
a  bike.  So  you  could  be  six  years  away  from 
deploying  handheld  technology.  Unless  you  take 
the  time  to  understand  that,  you’ll  make  mis¬ 
takes,”  Fesica  says. 

On  a  visit  to  Pepsi’s  marketer  in  Ho  Chi  Minh 
City,  Vietnam,  Fesica  noticed  that  employees  were 
using  PCs  running  on  386  chips,  computers  so 
obsolete  they  would  be  hard  to  find  in  a  U.S.  com¬ 
pany.  Pepsi  is  rolling  out  intranet  applications  and 
enterprise  resource  planning  (ERP)  software  across 
the  globe,  and  the  hardware  in  the  Vietnam  head¬ 
quarters  could  hardly  be  integrated  into  such  proj¬ 
ects  (for  which  reason  they  are  planning  an 
upgrade  to  486-based  systems).  But  the  point, 
Fesica  says,  “is  that  there’s  a  franchise  there  that 
for  its  current  needs  has  an  adequate  system.” 
Weighing  and  choosing  the  right  level  of  techno- 


Ron  Naventi,  principal  vice  president  and  manager  of  operations  at 
Bechtel,  devised  some  creative  solutions  to  overcome  a  primitive 
technology  infrastructure  in  the  Ukraine. 


Ukrainian  subcontractor  more  than  200  miles 
away  via  a  night  train  courier  who  agreed  to  hand 
off  envelopes  to  a  driver  waiting  at  the  Kiev  sta¬ 
tion.  Over  time,  by  running  a  gantlet  of  technical 
and  bureaucratic  hurdles,  Bechtel  was  able  to  coor- 
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1998  Wang.  Wang  Global  is  a  trademark  of  Wang  Laboratories,  Inc. 
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Linking  laptops 
to  desktops, 
accounting 
to  sales,  U.S.  to 
Europe,  and 
you  to  the 
Fortune  500. 


S=sSi® 


For  a  global  company  to  succeed  today,  everyone  and  everything  in  the  company  must  be  on  the 
same  page.  Wang  Global  can  provide  you  with  that  page.  We  are  an  over  $3  billion  service  and 
solutions  provider,  offering  a  full  range  of  network  and  desktop  solutions  to  businesses  throughout 
the  world.  We  can  design,  deploy,  maintain  and  manage  a  network  that  integrates  your  entire 
company  into  one  efficient,  money-making  machine.  1-800-262-3696,  ext.  1236.  www.wang.com 
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Networked  Technology  Services 
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Ask  the  Expert 


cio.com 


www.cio.com 


Have  a  question  about  emerg¬ 
ing  markets?  Now  you  can  pose 
it  to  Pepsi-Cola’s  Tom  Lesica. 
CIO’s  Ask  the  Expert  Web  series 
offers  readers  the  chance  to 
pose  questions  to  industry  lead¬ 
ers.  From  June  25  to  June  30, 
Lesica  will  be  available  to  offer 
tips  and  advice  about  doing 
business  in  emerging  markets. 
E-mail  him  your  questions  at 
asktheexpert@cio.com. 


logical  sophistication  for  each 
emerging  market  site,  as 
Lesica  has  done,  is  one  of  the 
most  fundamental  decisions 
a  global  manager  makes. 

For  Johnson  &  Johnson, 
the  world’s  largest  manufac¬ 
turer  of  health-care  products, 
tackling  the  appropriate  tech¬ 
nology  question  begins  with 
a  look  at  its  corporate  orga¬ 
nization  and  culture.  J&J  is  a 
global  company  that  eschews 
centralized  control  over  its 
180  business  units  operating 
in  51  countries.  J&J  grants 
them  so  much  autonomy, 

“It’s  like  herding  cats,”  says 
Steve  Roehrich,  vice  presi¬ 
dent  for  the  quality  manage¬ 
ment  group  that  deals  with 
competitiveness  for  60  busi¬ 
ness  units  worldwide  at  J&J’s 
New  Brunswick,  N.J.,  head¬ 
quarters.  But  now  the  cats 
may  have  to  fall  in  line. 

Largely  because  of  efficien¬ 
cies  to  be  gained  from  greater 
IT  coordination,  the  com¬ 
pany  is  knitting  its  far-flung 
subsidiaries  closer  together. 

In  Panama,  for  example,  J&J’s  con¬ 
sumer  and  professional  health-care 
units  each  had  their  own  e-mail  net¬ 
work.  However,  as  part  of  the  recent 
integration  effort,  they  now  share 
one  network. 

The  company  is  also  working  to 
improve  coordination  of  IT  issues  on 
a  regional  scale.  The  country  man¬ 
agers  in  Eastern  European  units  now 
meet  regularly  with  the  regional  line 
manager  and  the  regional  head  of 
information  management,  a  rela¬ 
tively  new  position  created  just 
three  years  ago.  Data  is  now 
being  collected  at  region¬ 
al  processing  centers 
and  is  reviewed  on  a 
regional  basis  instead 
of  sitting  on  main¬ 
frames  at  country 
offices.  “The  idea  is 
that  some  core  processes  could  be 
more  aptly  served  centrally — produc¬ 
tion,  for  example — but  marketing  and 
sales  would  remain  a  local  initiative,” 

Roehrich  says. 


qO^  G°  T( 


China 


be  prepared  for 
delays  in  Internet 
access  pending 
government 
authorization; 
expect  a  lack  of 
vendor  support. 


Tom  Lesica,  vice  president  of  IT  for  Pepsi-Cola 
N.A.,  believes  that  choosing  the  right  level  of 
technology  for  each  emerging  market  site  is 
critical. 

Rating  IT  Requirements 

MAPPING  OUT  SUCH  A  GLOBAL  I.T.  HIERARCHY 
provides  a  solid  foundation  for  global  expansion. 
But  should  a  multinational  company  apply  the 
same  general  criteria  to  its  fledgling  subsidiaries  in 
emerging  markets  that  it  does  to  its  long-estab¬ 
lished  overseas  units?  After  some  trial  and  error, 
Eli  Lilly  and  Co.,  the  Indianapolis-based  pharma¬ 
ceutical  company,  recently  developed  its  own 
business  model  for  rating  the  IT  require¬ 
ments  of  its  overseas  units.  Without 
such  a  model,  some  units  were  pay¬ 
ing  for  too  much  sophistication, 
while  others  were  held  back  by  hav¬ 
ing  too  little.  “We  learned  early  on 
that  we  had  to  be  pretty  much  ahead 
of  the  game  because  emerging  mar¬ 
kets  grow  so  fast,”  says  Alan  Robin¬ 
son,  Lilly’s  customer  coordinator  for 
European  regional  infrastructure  based 
in  Basingstoke,  England.  Robinson  and 
members  of  Lilly’s  IT  staff  surveyed  the 
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APTABILITY  MADE  REMEDY  THE  #1 
ENTERPRISE  HELP  DESK  SOLUTION. 


YOU  CAN’T  PREVENT  CHANGE  The  enterprise  is  constantly  adapting 

to  new  technologies,  new  market 

conditions,  new  business  processes.  That's  why  6  out  of  10  Fortune  100 
companies  have  chosen  Remedy  to  provide  adaptable  applications  to 
meet  changing  business  needs. 


BUT  YOU  CAN  ADAPT 


Remedy  applications  for  Change  Management,  Asset  Management 
and  Service  Level  Agreements  tightly  integrate  with  Remedy  Help 
Desk™  for  a  comprehensive  enterprise  IT  solution.  Remedy  also  provides 
the  service  expertise  to  optimize  the  implementation  for  higher  IT 
efficiency  and  productivity. 

To  see  how  Remedy  fulfills  your  IT  vision  with  unequaled  ROI, 
visit  Remedy  at  www.remedy.com. 


www.remedy.com 


©1998  Remedy  Corporation,  1 505  Salado  Drive,  Mountain  View,  CA  94043.  Remedy  and  the  Remedy  Corporation  logo  are  registered  trademarks  and  Remedy  Help  Desk  is  a  trademark  of  Remedy  Corporation.  All  rights  reserved. 
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“There’s  a  lot  more 
innovation  in  the 


way  you  manage 
your  IT  out  here. 

-Steve  Discber 


company’s  IT  needs  in  emerging 
markets  last  year  and  found  that  “in 
our  Polish  affiliate,  we  were  six 
months  behind  where  the  business 
needed  to  be”  because  of  the  time  it 
takes  to  deploy  the  necessary  infra¬ 
structure  services.  Working  with  a  Lilly 
colleague  who  was  responsible  for  the 
Americas,  Robinson  and  his  group  devised  a 
model  for  surveying  and  defining  IT  needs  that 
is  now  applied  to  more  than 
70  foreign  affiliates. 

“We  went  through  this 
business  process  with  [our 
overseas  units]  and  I  described 
it  as  the  sudden  awakening,” 
Robinson  says.  The  Lilly 
model  can  predict  with  high 
accuracy  which  affiliates  will 
require  additional  IT  services 


Go 

Brazil, 


expect  hardware 
costs  to  run  15 
percent  to  20 
percent  over  U.S. 
prices. 


M 


in  the  next  year  due  to  business 
growth,  Ro.binson  says.  A  small, 
new  office,  for  example,  can  have  its 
accounts  handled  by  a  regional  cen¬ 
ter  but  will  get  its  own  accounting  sys¬ 
tem  as  it  grows.  Lilly’s  Moscow  office 
has  grown  so  much  recently  that  its  own 
local  accounting  system  isn’t  sufficient; 
it  will  soon  be  linking  to  various  Lilly  corporate 
systems.  On  the  other  hand,  for  the  first  two  years 
an  office  is  open,  “Lots  of  applications  can  be  done 
on  a  PC.  Excel  is  fine  for  an  office  of  10  people,” 
says  Robinson.  Perhaps  the  one  exception  to  this 
phase  strategy  is  e-mail;  of  Lilly’s  more  than 
31,000  worldwide  employees,  25,000  are  online. 
“If  you  think  of  someone  sitting  in  Riyadh  or 
Cameroon,  their  main  form  of  [company]  contact 
will  be  via  the  intranet  or  e-mail;  we  believe  com¬ 
munications  for  these  people  is  absolutely  vital,” 
Robinson  says. 


Policy 

Check 

Pay  attention  to  the 
economic  policies  of 
emerging  market 
countries 


Most  companies  have  had  little 
reason  to  consider  the  na¬ 
tional  economic  policies  of 
established  foreign  markets  when  for¬ 
mulating  IT  plans.  But  if  your  company  is 
entering  emerging  markets,  you  ignore 
them  at  your  own  peril.  Those  policies 
can  affect  hardware  and  software 
choices  as  well  as  costs— and  perhaps 
even  alter  strategy. 

Contrast,  for  example,  the  legacies  of 
market  regulation  in  Asia,  Eastern 
Europe  and  Latin  America.  At  one  end  of 
the  spectrum,  the  Asian  economies  have 
developed  both  later  and  faster  than 


other  regions,  without  the  long  cycle  of 
government-led  technology  develop¬ 
ment  that  characterized  the  other  two. 
Asia  thus  has  fewer  legacy  systems  and 
fewer  nonstandard  technologies,  says 
Steve  Discher,  a  Singapore-based  vice 
president  for  Booz,  Allen  &  Hamilton. 

In  Latin  America,  decades  of  govern¬ 
ment  policies  that  kept  imports  out  in 
order  to  protect  and  grow  local  indus¬ 
tries  has  only  recently  given  way  to  freer 
trade.  In  Brazil,  only  locally  made  PCs 
were  available  until  seven  years  ago, 
and  the  country’s  large  banking  industry 
didn’t  begin  using  foreign  application 
packages  until  a  few  years  ago,  says 
Luiz  Martins,  a  consultant  for  Booz, 

Allen  &  Hamilton  in  Sad  Paolo,  Brazil. 
“All  the  systems  were  developed  by  the 
banks  or  bought  from  a  local  software 
house.  They  were  compatible  with  all 
the  international  versions  but  were  very 
expensive  since  they  were  built  in  the 
country,”  Martins  says.  Tariffs  on 
imports  have  been  reduced  in  the  last 
few  years,  but  he  estimates  that  hard¬ 
ware  still  costs  some  25  percent  to  30 


percent  more  than  in  the  United  States. 
Chile,  in  contrast,  was  among  the  first 
countries  in  Latin  America  to  liberalize 
trade,  and  as  a  result,  its  telecom  indus¬ 
try  is  as  competitively  priced  as  in  the 
U.S.  market,  Martins  says  (see  “Along 
the  Andes,”  CIO,  Feb.  15, 1997). 

One  important  legacy  of  policies  that 
limited  imports  is  a  current  lack  of  IT 
staff  skilled  in  the  latest  technologies. 
“Five  years  ago,  90  percent  of  compa¬ 
nies  in  Brazil  were  using  mainframe, 
Cobol-based  systems.  There’s  staffing 
for  those  systems,  but  for  the  new  types 
of  technology  we’re  not  able  to  train 
people  at  the  speed  required  to  keep 
up,”  says  Martins.  He  estimates  that  95 
percent  of  companies  that  are  installing 
ERP  applications  are  using  outside  con¬ 
sultants.  In  China,  Wal-Mart  found  that 
virtually  no  one  was  familiar  with  bar 
code  technology.  To  alleviate  the  prob¬ 
lem,  Pepsi,  Bechtel  and  many  other 
companies  bring  some  foreign  employ¬ 
ees  to  the  United  States  for  technical 
training. 

-G.  Abramson 
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Rapid  Deployment 

ForRapid  Return 


"Call  centers  are  CHANGING  THE  WAY  Compaq  DOES  BUSINESS  AND 
SlEBEL  IS  CHANGING  THE  WAY  BUSINESSES  DEPLOY  CALL  CENTERS.” 


When  Compaq  made  the  decision  to  change  their  market  strategy  with  a  world-class  call  center, 

COMPAQ. 


we  called  Siebel  Systems.  Because  Siebel  offers  the  full  functionality  and  powerful  computer 
telephony  integration  today's  call  center  solutions  demand.  And  only  Siebel's  Rapid  Application  Deployment 
methodology  ensures  full  system  production  in  as  little  as  eight  weeks.  The  result?  Compaq's  call  center 
went  live  only  two  months  after  making  that  call  to  Siebel— and  we've  been  increasing  revenue  ever  since. 

To  find  out  how  a  Siebel  call  center  solution  can  help  you  change  the  way  you  do  business,  call 
1-800-720-3115,  ext.  9183  or  visit  Siebel  at  www.siebel.com. 
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©1998  Siebel  Systems,  Incorporated.  Siebel  is  a  trademark  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdictions.  Compaq  is  a  trademark  of  Compaq  Computer  Corporation. 


Things  they  never  tell  you  when  you  buy  enterprise  software. 


It  will  grow  your  business 
in  more  ways  than  one. 

Get  ready  to  staff  up.  Most  enterprise  software  is  so  complex, 
even  small  business  changes  require  big  help  from  the  IT  department. 
Say  you  open  a  new  office.  Got  to  call  in.  the  programmers.  Move 
into  a  new  market,  call  in  the  programmers.  Acquire  another 
company,  call  in  the  programmers.  You  even  need  programmers 
just  to  rearrange  your  users’  screens. 

Thankfully,  there’s  one  way  to  avoid  being  overrun  by  technology. 
J.D.  Edwards  enterprise  software.  The  solution  that’s  so  much 
simpler,  business  managers  can  very  often  make  changes  all  by 
themselves.  Only  J.D.  Edwards  neatly  separates  your  business 
applications  from  your  technology.  So  adapting  to  change  is  easier. 
Modifications  are  easier.  Your  IT  people  get  back  to  doing  what 
they  do  best.  And  you  can  use  those  cl  offices  for  staff  that  will 

really  grow  your  business.  That’s  how  enterprise  software  ought  to  be. 
To  find  out  more,  call  1-800-72 7-5333  or  visit  www.jdedwards.com. 

IPEdwards 

Enterprise  Software 

- How  it  ought  to  be- 
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“We  ran  into  problems 
growing  potatoes— 
conditions  were  good 
but  we  couldn't  get 
contracts  to  own 
farms.”  -c ari  dm 


Alan  Robinson,  an  Eli  Lilly  executive  based  in  England,  helped  create  a 
business  model  for  Lilly’s  overseas  units. 

Scraping  for  Scarce  IT  Resources 

THEN  AGAIN,  THE  GREATER  DISTANCES,  HIGHER 
costs  and  difficulty  of  travel  in  emerging  markets 
can  upend  many  a  corporate  strategy.  “There’s  a 
lot  more  innovation  in  the  way  you  manage  your 
IT  out  here,”  says  Steve  Discher,  a  Singapore-based 
vice  president  for  Booz,  Allen  &  Hamilton.  In  Asia, 
he  says,  geography  and  scarce  resources  have  trans¬ 
formed  the  usual  business  model  for  IT  support. 
^0^  GO  His  own  company,  for  example,  might  base  a 

telecom  expert  in  Northern  Asia,  an  e-mail  and 
software  expert  in  Singapore,  and  a  server  and 
desktop  expert  in  Bangkok.  “You  won’t  have 
all  of  the  things  you  want  in  each  place;  you 
build  centers  of  expertise  in  different  parts  of 
the  region  to  cover  yourself  in  technical  sup¬ 
port,”  Discher  says.  “It’s  very  much  a  network 
support  organization  instead  of  a  command-and- 
control  organization,  and  it  supports  IT  at  lower 
cost.”  Some  companies  in  Asia  are  even  beginning 
to  talk  about  outsourcing  their  technical  services 
together,  in  consortia,  Discher  says. 


Mexico, 

expect  business 
partners  (financial 
institutions 
excepted) to  be 
unsophisticated  IT 
practitioners. 


Sometimes,  though,  there  may  be  no 
outsourcing  provider  in  your  market 
with  whom  to  partner.  When  Wal-Mart 
Stores  Inc.,  the  Bentonville,  Ark.,  depart¬ 
ment  store  chain,  went  into  China,  it 
found  no  sales  and  technical  support 
available  for  one  of  its  standard  back- 
office  line  printers.  “More  often  than  not, 
we  just  end  up  importing  the  printer  and 
the  spare  parts  ourselves,”  says  Mark 
Schmidt,  vice  president  of  international 
systems  and  real  estate  development  at 
Wal-Mart  Stores  International  Division. 
When  a  company’s  preferred  hardware 
can  be  bought  locally,  it  usually  costs 
more.  Schmidt  has  found  this  to  be  the 
case  with  Wal-Mart’s  IBM  4696  cash  reg¬ 
isters  in  China,  Brazil  and  Mexico,  three 
new  IT  of  its  prime  emerging  market  locations. 

And  once  you’ve  got  the  equipment, 
patience  is  required  for  servicing.  “In  the 
United  States  we  expect  a  customer  engineer  there 
in  two  hours.  We  have  sites  in  Mexico  where  a  cus¬ 
tomer  engineer  doesn’t  even  live  within  two  hours 
of  the  store,”  Schmidt  says. 

In  Mexico,  your  company  may  struggle  with  a 
local  business  partner’s  weak  hardware  or  soft¬ 
ware  because  some  U.S.  and  other  foreign  manu¬ 
facturers  “send  their  old  stuff  south  of  the  border,” 
says  Alan  Gonchar,  president  of  Compass  America 
Inc.  in  Reston,  Va.,  a  consulting  firm  with  world¬ 
wide  headquarters  in  Guildford,  England.  IT  back¬ 
wardness  is  endemic  to  Mexican  retailing,  he  says. 
But  expect  the  latest  technology  from  a  Mexican 
financial  institution  because  that  industry  has  had 
to  stay  compatible  with  international  financial 
markets  to  survive. 


Today’s  Lesson:  Culture 

AS  EVEN  THE  CASUAL  TOURIST  APPRECIATES, 
it  is  easier  to  cope  with  the  rules  and  regulations 
of  a  foreign  government  if  you  realize  they  are 
products  of  a  foreign  culture.  Learn  a  bit  about  the 
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Voted  Best  Query,  Reporting 
and  Analysis  Tool 


Business  Objects  is  #1 
in  spending  intentions* 


Defining  the  Direction 
of  the  Database  Industry 


Thumbs  Up,  Hands  Down. 

Business  Objects  is  the  clear  leader 
in  enterprise  decision  support. 


Everywhere  you  look,  someone  seems 
to  be  saying  something  nice  about 
Business  Objects  and  our  award¬ 
winning  BUSINESSOBJECTS™  full-client 
and  WEBlNTELLIGENCE™  thin-client 
decision  support  tools. 

For  instance,  the  database  experts 
who  read  DBMS  Magazine  gave  us  the 
1997  Reader's  Choice  Award  for  best 
query,  reporting,  and  analysis  tool.  In  a 
recent  survey  conducted  by  Soundview 
Financial,  Business  Objects  topped  the 
list  in  decision  support  spending  inten¬ 


tions  for  the  coming  year.  And  Database 
Programming  and  Design  Magazine 
recently  named  Business  Objects  one  of 
its  "Database  Dozen"  industry-shaping 
companies  for  1998. 

Maybe  we're  getting  this  recognition 
because  we've  been  delivering  what 
customers  want  in  a  decision  support 
solution — scaleability,  integration, 
deployability,  and  ease  of  use.  Or  maybe 
it's  because  we're  making  the  transition 
to  the  web  easy,  by  leveraging  a  shared 
metadata  infrastucture  for  both  full  and 
thin  clients. 


Either  way,  isn't  it  worth  it  to  learn 
how  Business  Objects  can  help  you 
deliver  decision  support  to  your  enter¬ 
prise?  Get  a  free  copy  of  our  white  paper 
on  scaleable  enterprise  decision  support. 
Call  us  at  1-800-527-0580  ext.  168.  Or  visit 
us  at  www.businessobjects.com/awards. 

And  you'll  see  why  Business  Objects 
is  the  enterprise  decision  support  leader. 
Hands  down. 


Business  Objects’ 

First  in  Enterprise  Decision  Support ™ 


* Soundview  Financial  Business  Intelligence  Spending  Survey,  November  1997 

©1998  Business  Objects.  All  rights  reserved.  The  Business  Objects  logo  is  a  registered  trademark  and  BusinessObjects  and  Weblntelligence 
are  trademarks  of  Business  Objects  SA  All  other  product  or  brand  names  mentioned  herein  are  trademarks  of  their  respective  owners. 
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way  the  locals  think,  and  the  inevitable  clashes — 
including  those  involving  technology — will  not  sur¬ 
prise  you.  In  Saudi  Arabia,  for  example,  if  you’re 
aware  of  the  conservative  Islamic  state’s  concern 

over  permissive  Western 
culture,  you’ll  take  it  in 
stride  when  authorities  try 
to  scan  your  diskettes  and 
CD-ROMs  for  possible 
pornography.  “I  spent  45 
minutes  at  customs.  The 
person  evaluating  my 
diskettes  did  not  have 
PowerPoint,  so  he  couldn’t 
read  them,”  recalls  Pepsi’s 
Lesica.  “Finally,  the  local 
partner  I  was  traveling  with 
took  out  his  laptop  and 
explained  that  the  diskettes 
contained  presentations, 
and  he  opened  them  up  on  his  laptop.  If  I  didn’t 
have  that  person  with  me,  I  might  have  been  there 
quite  awhile.” 

In  authoritarian  countries,  expect  close  moni¬ 
toring  and  regulation  of  technology.  In  the  Mideast, 


“Six  months  later,  the 
Russian  accountants 
were  saying  e-mail 
is  the  greatest  thing 
since  bread  and 

butter.”  -Adam  Payne 


for  example,  Pepsi  has  faced  tight  control  over  the 
information  communicated  by  its  land-based  satel¬ 
lites,  which  some  governments  fear  could  under¬ 
mine  state  censorship.  And  the  Chinese,  says  Wal- 
Mart’s  Schmidt,  “are  pretty  sensitive  about  Internet 
access,  which  we  normally  provide  for  our  people. 
We  had  to  get  authorization,  and  it  took  a  few 
weeks.”  When  Oak  Brook,  Ill. -based  McDonald’s 
Corp.  went  to  Moscow,  it  came  up  against  laws 
against  owning  land  that  date  back  to  Stalin’s  col¬ 
lectivization  of  farming  days.  “We  ran  into  prob¬ 
lems  growing  potatoes — conditions  were  good,  but 
we  couldn’t  get  contracts  to  own  farms,”  says 
Senior  Vice  President  and  CIO  Carl  Dill.  The  Soviet 
legacy  imposed  itself  again  when  a  Russian  electric 
utility  official  decided  he  knew  best  how  much  elec¬ 
tricity  McDonald’s  needed.  “For  our  first  one  in 
Red  Square,  they  said,  ‘Restaurants  don’t  need  that 
much  power,”’  Dill  recalls.  After  a  long  and  detailed 
application  process,  the  store  eventually  got  the  nec¬ 
essary  electricity. 

Cultural  clashes  over  technology,  of  course,  are 
far  from  limited  to  relations  with  governments.  All 
over  the  world,  foreign  employees  often  have  atti¬ 
tudes  toward  IT  that  present  challenges  to  Western 


says, 


\\ 


You  say,  1  want  to  buy  from 
Simon  says,  Exabyte  it. 

Exabyte  it?  That's  right.  Exabyte,  the 
leads  the  way  in  DLTtape  automation 


Simon  says,  "You  need  more  capacity.” 
Exabyte  answers,  "Double  the  capacity  at 
half  the  price." 


iig|! 


Simon  says,  " What  about  rack  density ?” 

Exabyte  answers,  "Double  the  competition's  in 
the  same  space." 

45  t998  Exabyte  Corporation.  Exabyte  is  a  registered  trademark  of 


companies.  In  much  of  Asia,  for  example,  it  is  best 
to  explain  new  technology  implementations  and 
their  value  to  a  wide  range  of  middle  and  senior 
managers  in  order  to  get  them  on  board.  The  tra¬ 
ditional  Western  approach,  in  which  there 
is  sometimes  less  concern  with  building 
consensus,  can  backfire,  warns  Booz, 

Allen’s  Discher. 

If  a  company  is  trying  to  work 
with  a  Russian  partner  and  needs  to 
discuss  hardware  and  software,  it 
might  help  to  know  the  Cold  War 
context  of  current  choices.  Before  the 
collapse  of  the  Soviet  Union,  much 
Western  technology,  including  comput¬ 
ers,  was  copied  with  little  regard  to 
intellectual  property  rights.  A  Soviet 
knockoff  of  a  Digital  Equipment  Corp. 

(DEC)  mainframe  “included  all  the  signature  details 
of  DEC’s  design,”  says  Adam  Payne,  president  of 
Strategic  Business  Systems  Inc.,  a  software  devel¬ 
oper  and  consulting  firm  in  Sudbury,  Mass.,  who 
has  worked  extensively  in  Russia.  Even  now  it  is 
sometimes  difficult  to  convince  a  Russian  customer 
to  purchase  a  costly  application  when  a  bootleg  of 


a  1,000-computer  Novell  network  can  be  bought 
for  next  to  nothing  at  an  outdoor  kiosk,  Payne  says. 
And  the  technical  staff  at  Russian  businesses  are 
loath  to  switch  from  any  of  the  tax,  network  or  sup¬ 
ply  chain  applications  that  they  have  already 
adopted. 

Yet  even  attitudes  developed  over 
decades  of  authoritarian  rule  do 
change.  Payne  tells  with  a  grin  of 
how  the  Russian  accountants  at  the 
Moscow  office  of  Young  & 
Rubicam,  the  New  York  City  ad 
agency,  fought  against  external  e-mail 
access.  “The  whole  culture  of  Soviet 
management  had  been  one  of  informa¬ 
tion  protection,”  Payne  says.  The 
accountants  couldn’t  believe  that  infor¬ 
mation  from  the  Moscow  office  would 
stay  safe.  “Once  we  demonstrated  it  could  be  pro¬ 
tected,  they  gave  a  hesitant  nod.  Six  months  later, 
they  were  saying  e-mail  is  the  greatest  thing  since 
bread  and  butter.”  EE1 


Senior  Writer  Gary  Abramson  can  be  reached  at 
gabramson@cio.com. 
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every  day.  every  time. 

.com/home/230d.html 


leader  in  automated  tape  libraries,  now 
with  its  new  230Di  Simon's  right... Exabyte  it! 


Simon  says,  " What  about  Scalability?" 

Exabyte  answers,  "Our  Arrowhead™  family  isn't 
just  scalable,  it's  field  upgradable." 


Simon  says,  "Don't  forget  about  service.' 
Exabyte  answers,  "Best  on-site 
service  in  the  industry." 


Exabyte  Corporation.  All  other  trade  names  referenced  are  the  property  of  their  respective  owners.  Exabyte  Corporation,  1685  38th  Street,  Boulder,  Colorado  80301  USA 
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THAN  TO  MESS  WITH  YOUR  NETWORK.  FORTUNATELY,  YOU  ARE  NOT  ALONE  EITHER.  OVER 


SECURITY  AND  MANAGEMENT.  TO  FIND  OUT  MORE,  CALL 


^network 


ASSOCIATES 

Who’s  watching  your  network 


McAfee  Total  Virus  Defense 


PGP  Total  Network  Security 


Sniffer  Total  Network  Visibility 


McAfee  Total  Service  Desk 


RISK  MANAGEMENT 


high 


wire 


SMART  RISK  TAKING  INCREASES 
the  chance  for  higher  returns  on 
your  company’s  investments.  This 
story  will 

►  Illustrate  the  smart  risk  strategies 
of  a  diverse  group  of  executives 

►  Detail  how  some  companies  calcu¬ 
late  a  risk-adjusted  rate  of  return 
on  their  investments 


►  Help  executives  become  proactive 
in  risk  management 


Managers  face 

:i5k"  /\ 

in  every  decision  M  ^  M  i 

they  make.  t 

away  j[_  ^  ^  LO 


Put  away 
the  Maalox. 
Although  you 
can’t  eliminate 
risks,  there  are 


ways  to  ensure 
you’re  taking 
intelligent  ones. 

BY  LAUREN 

GIBBONS 

PAUL 


Bill  Gates  has  a  thing  about  being  sued.  He  doesn’t  like  it.  So  in  1994 
when  Microsoft  Corp.’s  hardware  group  was  developing  its  first 
ergonomic  keyboard,  the  Natural,  word  came  down  directly  from  the 
top:  Get  a  bulletproof  risk  management  program  in  place  prior  to  prod¬ 
uct  launch. 

Along  with  Gates,  Microsoft  legal  and  risk  management  executives 
were  concerned  about  the  possibility  of  incurring  a  boatload  of  legal  lia¬ 
bility  for  keyboard-related  repetitive  stress  injuries  (RSIs)  such  as  carpal 
tunnel  syndrome.  Although  none  of  the  plaintiffs  bringing  suit  against 
keyboard  manufacturers  at  that  time  had  been  successful,  company  offi¬ 
cials  were  worried.  Promoting  the  advantages  of  an  ergonomic  keyboard 
might  leave  the  company 

open  to  suits  from  con-  with  a  solid  risk  management 
sumers  who  believed  they  Pr0Sram  in  Place'  Micrasoft’s  Scott  Lange 
had  purchased  an  injury-  walks  tha ;«Bhtr»pe  of  legal  liabilities 

£1  ,  ,  with  confidence. 

proof  keyboard. 

“We  saw  the  beginnings  of  mass  litigation.  A  lot  of  workers’  compen¬ 
sation  benefits  had  been  paid  out.  In  the  worst-case  scenario,  we  figured 
we  could  be  looking  at  liability  in  the  billions,”  says  Scott  Lange,  direc¬ 
tor  of  risk  management  for  Microsoft  in  Redmond,  Wash.  At  that  point, 
Lange  and  other  executives  must  have  wondered  whether  going  ahead 
with  the  Natural  would  prove  to  be  a  smart  risk  or  an  unwise  one.  Risk 
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RISK  MANAGEMENT 


pervades  every  aspect  of  life,  though  executives  might  argue 
that  business  decisions  are  as  risky — if  not  riskier — than  all 
others.  Of  course,  any  Vegas  gambler  or  MBA  student  will  tell 
you  that  the  greatest  risks  often  carry  the  potential  for  the 
greatest  payoffs.  But  that  doesn’t  mean  you  should  leave  every¬ 
thing  up  to  chance.  Far  from  it.  Wise  executives  have  strate¬ 
gies  for  sniffing  out  the  smart  risks  from  the  foolhardy  ones. 
Some  follow  their  gut  instincts  based  on  years  of  experience, 
others  rely  on  statistical  and  actuarial  analysis  and  still  others 
create  multidisciplinary  risk  management  teams  to  study  risks 
from  every  imaginable  angle.  In  the  end,  though,  you  still  have 
to  make  a  decision. 

The  problem  is  that  smart  risks  are  best  determined  with 
20/20  hindsight.  After  all,  if  this  stuff  were  easy,  everyone 
would  have  an  income  to  match  Madonna’s.  At  its  most  basic 
level,  an  intelligent  risk  will  produce  a  higher  benefit  relative 
to  the  cost,  says  Chip  Gliedman,  a  research  director  in  IT  man¬ 
agement  at  Giga  Information  Group  Inc.,  a  consulting  com¬ 
pany  based  in  Cambridge,  Mass.  “It’s  only  a  smart  risk  in  light 
of  what  else  you’re  doing.  If  it’s  the  only  thing  you’re  doing, 
it’s  not  smart,”  says  Gliedman.  “Companies  have  to  take  a 
portfolio  approach,  with  a  mix  of  low-risk,  low-payoff  ini¬ 
tiatives  along  with  high-risk,  high-payoff  ones.” 


A  few  other  generalizations  apply.  Taking  risks  you  don’t 
understand  is  foolish.  Trying  to  understand  every  aspect  of  a 
risk  makes  a  lot  of  sense.  Whether  something  is  a  good  bet  or 
not  is  also  related  to  an  executive’s — or  a  company’s — level  of 
risk  tolerance,  says  Capers  Jones,  chairman  of  Software 
Productivity  Research  Inc.,  a  consulting  and  software  firm  in 
Burlington,  Mass.  “Take  investments.  Some  of  u's  like  to  invest 
in  conservative  bonds  and  things  that  are  stable  but  have  a  low 
payoff.  Other  people  [play  the  lottery]  and  see  it  as  a  good  risk 
because  the  potential  returns  are  so  enormous,  it  makes  up  for 
the  stress  of  losing.”  The  bottom  line?  Taking  risks  you  can 
live  with  over  the  long  haul  is  smart. 

An  Interdisciplinary  Approach 

Most  companies  don’t  factor  risk  into  their 
return  on  investment  calculations,  according  to  Giga’s 
Gliedman.  This  is  dangerous  because  it  could  allow  one  group 
in  a  company  to  think  a  certain  activity  is  profitable,  while  the 
group  responsible  for  tracking  loss,  such  as  risk  management, 
knows  differently.  To  overcome  this  potential  confusion,  Lange 
worked  with  an  interdisciplinary  review  team,  which  consisted 
of  people  from  hardware,  legal,  financial,  marketing  and  risk 
management  to  study  the  probability  of  undesirable  outcomes 
resulting  from  the  launch  of  the  Natural  keyboard. 
“Since  the  revenues  come  in  on  one  side  of  the  com¬ 
pany  and  claims  get  paid  out  of  another,  it  was  impor¬ 
tant  for  the  product  group  to  understand  and  build 
the  potential  risk  costs  into  their  pricing  structure.  If 
we  hadn’t  done  that,  we  could  have  had  the  hardware 
group  believing  they  were  profitable  and  at  the  same 
time  seen  our  liability  costs  rising  significantly,”  says 
Lange. 

The  Natural  interdisciplinary  team  employed  a  risk 
assessment  methodology.  First,  the  hardware  people 
pledged  to  ensure  the  keyboard  design  was  the  best 

it  could  be  and  reflected  the 
most  up-to-date  ergonomic 
research.  Second,  the  legal 
staff  drafted  product-warn¬ 
ing  labels  containing  basic 
ergonomic  information  for 
the  consumer.  Third,  market¬ 
ing  promised  not  to  promote 
the  product  as  one  protecting 
against  RSIs.  Lange  also 
bought  liability  insurance  to 
hedge  his  bets  if  the  worst 
were  to  occur. 

The  team  then  began  to 
focus  on  unit  sales  and  pric¬ 
ing  to  assess  product-related 
risk  potential.  They  projected 
sales  of  5  million  units  in  the 
first  four  years  after  product  launch.  Of  the  projected 
sales,  the  team  estimated  about  half,  or  2.5  million 
keyboards,  would  be  consumer  units  not  likely  to 
generate  a  liability  claim.  (Historically,  nonbusiness 
users  have  not  brought  product-liability  claims 


Fidelity  managers  never 
have  risk  far  from  their  minds 


THE  CONFLUENCE  OF  THE  FIVE  COMPONENTS  OF  RISK,  THE 
three  risk  management  levers  and  the  four  key  questions  represent 
the  RISK  framework,  james  Lam,  chief  risk  officer  for  Fidelity 
Investments,  has  a  handy  _ 


The  RISK  Framework 


method  for  helping  company 

executives  remember  the  four 

questions  they  should  ask  to  .oW 

assess  the  risk  of  a  proposed 

initiative.  Naturally,  he  uses  the 

acronym  “RISK.”  H 

,  m  Risk  Awareness 

R  is  for  return:  Are  we 

achieving  an  appropriate  return 

for  the  risks  we  take?  H 

“I”  is  for  immunization:  Do  H  Risk  Management 

we  have  the  controls  and  limits 
in  place  to  manage  downside 
risk? 

“S"  is  for  systems:  Do  we  ■  Risk  Measurement 

have  the  systems  to  measure  | _ 

and  report  risk? 

“K”  is  for  knowledge:  Do  we 
have  the  right  people,  skills,  culture  and  incentives  for  effective  risk 
management? 

These  questions,  as  well  as  a  listing  of  best  practices  for  each  category, 
appear  on  the  Global  Risk  page  of  the  corporate  intranet— the  hope  is  that 
they’ll  never  be  far  from  executives’  desktops  and  minds. 


SOURCE:  FIDELITY  INVESTMENTS 
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UNTIL  NOW,  YOUR  OPTIONS 

FOR  HANDLING  CUSTOMER  E-MAIL 
WEREN'T  VERY  ATTRACTIVE. 


ADANTE’ 


WHEN  YOUR  COMPANY  WEB  SITE  starts  generating  piles  of  e-mail,  adding  more 

bodies  isn’t  the  answer.  Just  as  800  numbers  created  call  centers,  web  access  has  now  created  a  need  for  entirely 
new  e-mail  management  solutions. 

Using  a  standard  web  browser  as  the  interface,  Adante"' 2.0  lets  your  existing  team  handle  hundreds,  even 
thousands  of  e-mail  messages  a  day.  Beautifully.  Routing  rules  you’ve  defined  send  automated  responses  or  route 
messages  to  the  right  people  for  personalized  answers.  Agents  get  direct  links  to  a  customer’s  correspondence 
history  and  account  profile.  Standard  responses  are  inserted  into  replies  with  a  few  clicks.  Reporting  tools  help 
optimize  performance  and  customer  service  levels.  Easy  customization  and  integration  leverage  the  information 
you  already  have,  and  Adante  offers  a  direct  upgrade  path  to  full  media  blending  for  call  centers.  And 
because  the  client  is  your  Microsoft®  or  Netscape®  browser,  Adante  2.0  is  easy  to  deploy  and  scale  in  centralized, 
distributed,  or  virtual  work  groups. 

Now  you  can  multiply  the  power  of  your  organization  without  multiplying  your  organization.  Log  on  at 
www.adante.com  for  an  online  brochure,  or  contact  us  to  schedule  a  demo:  telephone  888-827-5557  toll-free 
or  760-431-6480;  or  e-mail  sales@adante.com. 

©  1998  Adante.  All  company  and  product  name*  are  trademark*  or  registered  trademarks  of  their  respective  manufacturers.  Specifications  are  subject  to  change  without  notice.  Adante  is  a  wholly  owned 
subsidiary  of  Oenesys  telecommunications  Laboratories,  Inc. 


RISK  MANAGEMENT 


against  manufacturers.)  Of  the  2.5  million  units  they  estimated 
would  be  sold  to  businesses,  they  projected  only  about  12  per¬ 
cent  would  likely  result  in  workers’  compensation  claims,  a 
small  number — 234 — of  which  would  lead  to  product 
liability  suits. 

The  team  then  estimated  what  it 
would  cost  to  defend  Microsoft 
against  any  lawsuits,  developed 
best-case,  expected-case  and  worst- 


James  Lam, 
Fidelity 


Investments’ 


&  -V  - 


chief  risk  officer, 
helped  develop  a 
risk  event  log  for 
the  Fidelity 
Management 
Trust  Co.  that 


Microsoft  took  by  introducing  the  Natural  was  a  smart  one 
(although  the  company  has  not  been  sued  to  date),  there’s  no 
arguing  its  risk  management  approach  was  intelligent  and  well 
crafted.  If  the  lawsuits  never  materialize,  the  hardware  group 
makes  an  additional  profit  of  $15  million,  providing 
even  more  incentive  to  manage  risks  on  other  products. 
If  suits  do  occur,  the  funding  for  the  losses  is  already  in 
pocket  and  the  group’s  P&L  statement  will  fall  back 
to  its  original  revenue  forecast. 

“We  increased  the  probability  of  gain¬ 
ing  the  original  return.  We  created  the  pos¬ 
sibility  of  an  even  greater  return.  And  we 
hedged  against  the  potential  for  a  net 
loss,”  says  Lange.  Surely,  in  an  imperfect 
world  risk  management  doesn’t  get  much 
better  than  that. 

“You  have  to  have  a  belief  in  advance 
that  the  risks  you  take  are  smart  ones. 
Because  it’s  only  with  hindsight  that  you 
can  say  whether  it  was  the  right  one  to 
take,”  says  Microsoft  CFO  Greg  Maffei. 


History  Lessons 

IN  1995  THE  HEAD  OF  ONE  OF  FID¬ 


case  scenarios,  and  then  averaged  out  a  total  risk  cost — tak¬ 
ing  into  account  liability  insurance — of  $3  per  unit.  Adding 
$3  to  the  selling  price  increased  the  overall  projected  revenue 
by  $15  million  on  the  initial  four-year  projection  of  5  million 
units  sold.  Though  it  is  too  soon  to  tell  whether  the  risk 


elity  Investments’  business  units  con¬ 
tacted  Chief  Risk  Officer  James  Lam 
with  a  call  for  help.  The  executive  want¬ 
ed  a  better  risk  management  program  for 
his  unit,  the  Fidelity  Management  Trust 
Co.,  which  handles  Fidelity’s  trust  and 
separate  accounts  businesses.  So  Lam 
partnered  with  the  risk  manager  dedi¬ 
cated  to  the  unit  and  developed  a  risk 
event  log.  Every  loss  over  $5,000  is 
entered  into  the  log,  with  details  about 
the  incident  and  what  controls  were  put 
in  place  to  reduce  the  likelihood  of  that 
type  of  loss  occurring  again.  At  the  end 
of  every  month,  senior  management 
from  the  unit  reviews  the  risk  event  log 
and  establishes  additional  controls  if  nec¬ 
essary.  Since  creation  of  the  log  more 
than  two  years  ago,  the  unit’s  actual  loss¬ 
es  have  declined  a  whopping  85  percent. 

“It’s  a  matter  of  focusing  on  the  right 
measures,  understanding  the  underlying 
root  causes  and  learning  from  your  mis¬ 
takes,”  says  Lam,  who  was  named  1997 
Financial  Risk  Manager  of  the  Year 
by  the  Global  Association  of  Risk 
Professionals.  Since  those  who  remem¬ 
ber  the  past  are  not  doomed  to  repeat  it, 
Boston-based  Fidelity  will  be  less  likely 
to  make  the  same  costly  mistake  twice.  And  that  means  each 
risk  taken  is  smarter  than  the  one  before  it.  Other  business 
units  have  adopted  the  risk  event  log,  now  a  best  practice 
at  Fidelity. 

Lam  knows  it  is  impossible  to  eradicate  risk — especially 
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e-business 


Solutions  for  a  small  planet 
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New  paperless  call  reports  enabled  by  Lotus 
Notes®  are  immediately  availah'e  as  data  that 

every  department,  from  sales  to  finance  to 
operations,  can  use  to  perform  for  the  customer. 


With  IBM  eNetwork"  Personal  Communications 
financial  advisors  at  Canada’s  top  indepen¬ 
dent  investment  firm  can  instantly  tap  almost 
any  system  to  find  opportunities  for  clients. 


MQSeries®  messaging  between  Europe’s  largest 
auto  club  and  service  stations  helps  process  road¬ 
side  assistance  calls  30%  faster  by  relaying  pay¬ 
ment  data  and  even  a  map  of  the  car’s  location. 


Platform  by  Microsoft.  Business  results  by  IBM. 


Okay,  were  not 


the  only  ones  who  can  make  Microsoft®  Windows  NT®  work.  What  we  do  best  is  make  it  pay.  Our  software  building  blocks 
include  everything  you  need  to  create,  deploy  and  manage  the  new  apps  you’re  counting  on  for  a  business  edge.  From  backroom 
functions  to  Web-enabled  e-business  solutions,  it’s  all  here.  So  you  can  leverage  enterprise  assets  on  Windows®  desktops,  and 
extend  critical  functions  to  users,  suppliers  and  customers  anywhere,  without  anybody’s  platform  getting  in  the  way. 

From  installation  to  support,  everything’s  easier  with  new  IBM  Integrated  Suites  for  Windows  NT.  Free  demo  at  www.software.ibm.com/nt. 


The  IBM  home  page  is  located  al  wwwJbm.com.  IBM,  Solutions  for  a  small  planet,  the  e-business  logo  and  other  marks  designated  *  or  ”  are  trademarks  ol  International  Business  Machines  Corporation  in  the  U.S.  and/or  other  countries.  Lotus  and  Lotus  Notes  are 
trademarks  ot  Lotus  Development  Corporation  in  the  U.S.  and/or  other  countries.  Java  is  a  trademark  of  Sun  Microsystems,  Inc.  Microsoft.  Windows  and  Windows  NT  are  registered  trademarks  ol  Microsoft  Corporation.  ©  1998  IBM  Corp.  All  rights  reserved. 
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in  the  financial  services  arena.  “All  companies  are  in  the 
business  of  taking  risks.  The  objective  of  risk  management 
is  not  to  eliminate  risk  but  to  achieve  the  highest  return  on 
risk  capital,”  he  says.  Lam  advocates  calculating  ROI  based 
on  a  method  called  risk-adjusted  return  on  capital,  in  which 
the  return  is  divided  by  the  allocated  risk  capital,  so 
that  the  return  is  adjusted  for  risk  and  can  be  com¬ 
pared  against  business  units  across  the  organization. 


The  Right  Tools 

Currently,  no  single  tool  will  .collect  data  from 
all  corporate  computing  platforms;  that  is,  no  automated  enter¬ 
prisewide  risk  management  system  exists.  Many  executives 
lament  the  lack  of  an  all-encompassing  tool,  but  they  say  point 

or  single-platform  tools  can  still  be 
useful.  Executives  can  tap  modeling 
and  “what-if”  simulator  tools  such 


Paul  Twenter,  a 


A  rule  of  thumb  at  Fidelity  is  that  the  business  units  financial  Dfoi  ect 
own  the  risk  and  must  ensure  that  *  * 

appropriate  returns  are  achieved. 

“Management  should  allocate  a  higher 
amount  of  capital  to  a  business  unit 


as  Palisade  Corp.’s  @Risk,  Definitive 


that  takes  on  more  risk.  Then  they  have 
to  achieve  a  higher  rate  of  return  for 
that  capital,”  says  Lam.  For  example, 
assume  one  unit  is  allocated  $50  mil¬ 
lion  of  risk  capital  and  another  is  given 
$100  million  of  risk  capital.  If  each  of 
the  two  business  units  generates  $10 
million  of  net  income,  they  may  look 
equally  profitable  from  an  earnings 
standpoint,  but  the  first  unit  is  twice  as 
profitable  as  the  second  based  on  a  risk- 
adjusted  rate  of  return  on  capital. 

“One  of  the  key  elements  of  smart  risk 
taking  is  asking  the  right  questions. 

Senior  management  may  not  always 
have  the  right  answers,  but  it’s  their  obli¬ 
gation  to  ask  the  right  questions,”  says 
Lam.  Toward  that  end,  Fidelity  has 
developed  an  enterprisewide  risk  man¬ 
agement  framework  that  provides  struc¬ 
ture  for  assessing  corporate  risk  (see 
“Hammer  It  Home,”  Page  52). 

Lam  also  knows  how  to  ask  the  right 
questions.  When  he  joined  Fidelity  in 
1995,  he  conducted  an  enterprisewide 
risk  review  in  which  he  personally  met 
with  the  top  100  company  executives 
and  asked  each,  “What  are  your  top  10 
risks?”  At  the  same  time,  five  senior-level 
risk  managers  met  with  a  number  of 
midlevel  managers  to  interview  them 
about  their  risks.  The  process  took  the 
team  four  months  to  complete.  “The 
ROI  [on  the  enterprisewide  risk  review] 
is  that  it  raises  the  level  of  awareness 
across  the  business  units  and  makes  them 
understand  that  corporate  management 
thinks  this  is  a  priority,”  says  Lam. 

Taking  the  time  and  effort  to  conduct  a 
fine-grained  risk  review  has  allowed 
Lam’s  group  to  be  more  proactive  regarding  risk.  And  the  pay¬ 
offs  are  clear.  “Information  reduces  risk  over  time.  With  smart 
risk  taking,  you  will  achieve  a  high  level  of  risk-adjusted  prof¬ 
itability.  That  should  translate  to  higher  shareholder  value  for 
the  company,”  he  says. 


manager  at 
Farmland 
Industries,  hedges 


against  the  risk 
of  fluctuating 
inventory  and 
prices  by  using  a 
modeling  tool 
that  produces 
thousands  of 
simulations  for 
every  situation. 


Software  Inc.’s  Scenario  and  AnalyCorp.  Inc.’s  Insight.xla  for 
quick  analysis  of  a  proposed  business  decision. 

Paul  Twenter,  a  financial  project  manager  for  Kansas  City, 
Mo. -based  Farmland  Industries  Inc.,  chose  Decisioneering 
Inc.’s  Crystal  Ball  modeling  tool  to  help  comply  with  the  new 
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SEC  regulations  requiring  all  public  companies  and  private 
companies  that  have  public  debt  to  disclose  value-at-risk,  or 
the  probability  of  an  expected  loss  in  a  given  period. 

With  over  half  a  million  farmers  and  ranchers  across 
North  America,  Farmland  is  the  largest  agricultural  cooper¬ 
ative  in  the  United  States.  Twenter  needed  to  arm  himself 
with  detailed  information  on  a  variety  of  possible  outcomes 
from  any  given  event,  such  as  what  would  happen  to  the 
value  of  his  company’s  grain  inventory  if  grain  prices  were 
to  crash.  Previously,  Twenter  used  Microsoft’s  Excel  spread¬ 
sheets  to  model  possibilities.  “We  would  get 
a  best-  and  worst-case  scenario,  but  we 
would  never  really  know  how  confident  we 
should  be  in  the  numbers,”  he  says. 

Crystal  Ball,  which  works  in  conjunction 
with  Excel,  randomly  generates  thousands  of 
numbers  to  model  uncertainties  such  as  the 
price  of  beef  and  provides  a  distribution  of 
possible  outcomes  that  allow  Twenter  to 
make  smarter  decisions.  “[I  program  the  tool 
to]  produce  40,000  simulations  for  every  sit¬ 
uation,  then  they’re  plotted  in  a  probability 
distribution.  I  choose  points  along  the  distri¬ 
bution  to  determine  a  confidence  level  in  a 
particular  decision,”  he  says.  Twenter  uses 
the  tool  when  evaluating  the  risk  of  big-ticket 
decisions  (more  than  $2  million)  such  as 
whether  to  build  or  buy  a  new  plant. 

The  tool  also  helps  Twenter  determine 
where  he  needs  to  hedge  against  risk.  For 
example,  deciding  how  much  inventory  (such 
as  beef  or  grain)  to  hold  onto  at  a  given  time 
is  fraught  with  risk.  “We  apply  a  distribution 
to  each  of  our  commodities,  and  then  we  proj¬ 
ect  how  much  the  price  will  change  over  the 
next  day,  week  or  month.  Crystal  Ball  gives  us 
a  distribution  of  what  our  profit  or  loss  will 
be,”  says  Twenter.  The  information  helps 
Farmland  decide  whether  futures  or  options 
might  help  reduce  risk.  To  Twenter,  hedging  is 
the  essence  of  smart  risk  taking.  “Where  we  hedge,  we  insulate 
ourselves  from  risk,”  he  says. 

The  Grief-to-Revenue  Ratio 

Sometimes  gut  feel — backed  by  years  of  experi- 
ence — determines  one’s  risk-taking  strategy.  For  John  Farson, 
chief  operating  officer  for  the  small  IT  staffing  and  consulting 
firm  Eliassen  Group  Inc.,  a  decision  on  whether  to  partner 
with  a  competitor  came  down  to  his  instincts. 

Fate  last  year,  Farson  was  casting  about  for  ways  to  increase 
the  client  base  for  his  Wakefield,  Mass.,  business.  He  started 
having  lunchtime  discussions  with  Carol  Szatkowski,  presi¬ 
dent  of  Clear  Point  Consultants  Inc.,  a  technical  writer  place¬ 
ment  firm  in  Peabody,  Mass.,  about  the  possibility  of  referring 
clients  to  each  other.  The  two  small  businesses  were  competi¬ 
tors,  but  barely. 

Eliassen’s  business  was  roughly  six  times  bigger  than  Clear 
Point’s.  However,  placement  of  technical  writers  made  up  only 
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about  5  percent  of  Eliassen’s  revenues.  Clear  Point  and  Eliassen 
agreed  that  they  would  cross-refer  clients  in  exchange  for  a 
referral  fee  and  access  to  each  other’s  clients.  Farson  and 
Szatkowski  agreed  their  salespeople  would  go  on  joint  sales 
calls — a  potentially  risky  endeavor  given  salespeople’s  natural 
reluctance  to  share  contacts. 

“The  reason  to  do  it  was  to  create  value  in  our  company.  I 
had  to  figure  out  the  relative  value  of  giving  up  5  percent  of 
my  revenues.  What  did  I  expect  to  get  that  would  give  a 
higher  return?”  says  Farson.  He  used  what  he  dubs  the  “grief- 

to-revenue”  ratio  to  determine 
whether  the  partnership  would 
be  wise.  Larson  looked  at  the 
potential  downside- — not  get¬ 
ting  additional  viable  sales 
leads  and  annoying  his  sales 
staff — and  concluded  for  this 
particular  venture  he  had  bet¬ 
ter  get  a  revenue  increase  equal 
to  three  times  the  revenue  he 
was  giving  up  to  Clear  Point. 

“This  comes  from  my  years 
of  experience  with  this  kind  of 
arrangement.  Any  time  you 
enter  into  this  type  of  relation¬ 
ship,  you  know  there  is  some 
risk.  There  will  be  some 
potholes  in  the  road,”  says 
Larson,  a  26-year  industry  vet¬ 
eran  who  worked  at  Wang 
Laboratories  and  IBM  Corp. 
before  going  to  Eliassen. 

The  trust  factor  played  a  big 
part  in  the  partnership  decision 
as  well.  Although  they  were 
competitors,  Larson  knew  and 
trusted  Szatkowski  and  re¬ 
spected  the  way  she  treated 
her  customers.  The  deciding 
moment  came  when  Larson 
and  Szatkowski  analyzed  their  client  bases  and  discovered  lit¬ 
tle  or  no  overlap.  This  meant  more  revenue  opportunities  for 
both  sides  and  convinced  Larson  that  he  could  make  his  tar¬ 
geted  15  percent  increase  by  the  end  of  1998.  Over  chowder 
and  salads  at  a  nearby  Legal  Sea  Foods  restaurant,  they  ham¬ 
mered  out  the  details  and  then  went  back  to  their  offices  with 
a  one-year  partnership  agreement  in  hand. 

So  far  the  partnership  is  working  well,  although  the  respec¬ 
tive  sales  staffs  are  still  adjusting  to  the  new  arrangement. 
Given  his  target  of  a  15  percent  revenue  increase,  does  that 
mean  Farson  will  pull  out  of  the  deal  if  the  agreement  nets 
only,  say,  an  8  percent  hike?  Far  from  it.  “[In  this  case, 
because  the  deal  did  not  involve  a  lot  of  hassle,]  any  upside 
is  sweet.  I  just  use  the  grief-to-revenue  ratio  as  a  way  to  gauge 
risk,”  he  says.  BE] 

Lauren  Gibbons  Paul  is  a  freelance  writer  in  Belmont,  Mass. 
She  can  be  reached  at  laurenpaul@sprintmail.com. 
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AN  ARTHUR  ANDERSEN  SURVEY 
of  CEOs,  presidents,  board  members 
and  CFOs  at  more  than  150  global  com¬ 
panies  reveals  the  need  to  look  more 
carefully  at  IT  risk 

■  One  in  three  senior  executives  does 
not  have  any  IT  risk  management 
process  in  place;  only  half  of  those 
who  do  are  confident  the  processes 
are  strong  enough. 

■  Two  out  of  three  executives  say 
their  companies  do  not  understand 
IT-related  risks  well  enough. 

■  Only  13  percent  of  executives  believe 
IT  strategy  is  well  integrated  with 
business  strategy. 

■  Technology  professionals  are 

responsible  for  the  daily  management 
of  IT-related  risk  at  51  percent  of 
companies. 

SOURCE:  “MANAGING  BUSINESS  RISKS  IN  THE 
INFORMATION  AGE,”  A  STU0Y  BY  ARTHUR  ANDERSEN  AND 
THE  ECONOMIST  INTELLIGENCE  UNIT  LTD.  (EIU),  1998.  FOR 
MORE  INFORMATION,  VISIT  WWW.MBRIA.CVM. 
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THIS 


Take  a  good  look  at  the  Network  Management  System  that’l 
make  you  look  good:  AuthoritySM  from  LCI  International. 


Now  you  can  control  costs  and  bandwidth  usage  -  at  the 
same  time.  As  part  of  LCI’s  FramePlusSM  frame  relay 
service,  Authority  is  the  first  interface  to  let  network 
managers  make  network  configuration  changes  in  real  time 
from  their  own  management  consoles. 

We’ve  become  one  of  America’s  fastest-growing  major 
telecommunications  companies  by  treating  customers  right, 
with  Exact  Billing™  guaranteed  domestic  rates,  guaranteed 
performance,  competitive  pricing  and  the  best  web-based 


reporting  tools  in  the  industry.  Plus,  we  offer  frame  relay 
service  to  more  countries  than  any  other  carrier.  It’s  a  Simple, 
Fair  and  Inexpensive™  solution  your  company  can  count  on. 

See  how  good  LCI  can  be.  Call  1-800-LCI-6556. 
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QUALCOMM 


Mark  Wiesenberg  knows  all  about  bringing  things  down  to  size. 

His  company,  QUALCOMM,  is  putting  the  power  of  advanced  digital  wireless  communications  into  the 
palm  of  your  hand  with  its  compact  CDMA  digital  Q "  phone. 

And  his  network,  Novell®,  is  putting  the  power  of  seamless  networking  right  onto  his  users'  desktops. 

Novell  NetWare®  software  supports  over  4,000  users  on  a  single  server,  and  scales  up  easily  as 
200  workstations  are  added  every  month.  And  Novell  Directory  Services™  technology  allows  his 
administrators  to  manage  the  entire  network  from  a  single  site  (including  NT,  Macf  Sun®and 
UNIX®  platforms). 

Shrinking  the  world  is  hard  work,  which  is  why  a  fast-paced,  fast-growing  company  like 
QUALCOMM  works  only  with  the  best.  That's  why  they  chose  Novell. 

World.  Network.  QUALCOMM.  Novell.  Hand  in  hand,  desktop  to  desktop,  a  revolution  in  technology. 
www.novell.com 
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hree  years  ago,  sur¬ 
viving  a  management 
meeting  at  NECX 
required  either  unflap¬ 
pable  calm  or  surreptitious  use  of 
earplugs:  The  gatherings  were 
always  tension-filled  and  fre¬ 
quently  downright  acrimonious. 
“Sometimes  it  would  look  more 
like  the  set  of  a  Jerry  Springer 
show,”  says  Larry  Marshall, 
COO  of  the  Peabody,  Mass.- 
based  computer  distributor.  “We 
used  to  have  meetings  where  we 
couldn’t  even  get  one  item  on  the 
agenda  covered.  There  was  so 
much  frustration  built  up  that 


they  would  melt  down  into 
screaming  sessions.” 

NECX’s  management  staff 
were  victims  of  the  company’s 
triple-digit  growth  rate. 
Everybody  was  too  focused  on 
getting  immediate  tasks  done  to 
peep  out  of  his  or  her  bunker  and 
look  at  the  corporate  landscape 
as  a  whole,  and  the  executive 
committee  knew  that  the  tension 
was  eroding  employees’  ability  to 
work  as  a  team.  “We’d  gone 
through  fairly  intensive  growth,” 
says  Marshall,  “and  different 
types  of  systems  had  become 
strained.  Some  of  them  were 


accounting  systems,  some  distri¬ 
bution,  but  the  people  systems 
broke  down,  too.” 

The  executive  committee 
explored  the  option  of  hiring  a 
management  consultant  to  solve 
the  problem,  but  Marshall  says 
that  “boiled  down  to  us  paying 
somebody  $100,000  for  them  to 
do  a  study  and  give  us  a  proposal. 
We  already  had  a  pretty  good 
idea  of  what  the  problems  were. 
We  just  wanted  to  fix  them.” 
Marshall,  who  worked  with 
Wilfred  Calmas,  a  Boston-based 
organizational  psychologist,  as  an 
executive  coach,  had  the  bright 
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Your  company  is  wrestling  with  management 
crises  and  productivity  problems  caused 
by  poor  communication.  Should  you  hire  a 
high-powered  consultant  or  a  really  good 
shrink  f  By  Carol  Hildebrand 


idea  of  turning  this  problem  over 
to  the  doctor  as  well.  In  1995,  he 
talked  the  management  team  into 
hiring  Calmas  to  teach  them  how 
to  work  more  productively. 
Calmas  spends  each  Friday  at 
NECX,  meeting  with  the  man¬ 
agers  as  a  group  as  well  as  indi¬ 
vidually,  and  teaching  them  how 
to  communicate  and  cooperate. 

“The  concept  sounds  simple,” 
says  Marshall.  “Gee,  you  talk  and 
things  improve.  But  until  you  try 
to  apply  it,  it’s  hard  to  understand 
how  difficult  it  is.  ” 

Marshall  says  Calmas’  work 
with  NECX  executives  has  had  a 


dramatic  improvement  in  team¬ 
work  and  cooperation  at  the 
company.  In  fact,  the  company 
has  quantified  the  improvement. 
It  surveyed  the  managers  at  the 
onset  of  Calmas’  visits,  asking 
questions  in  16  different  cate¬ 
gories,  such  as  relationships  with 
bosses  and  coworkers,  levels  of 
stress,  etc.  The  managers  took  the 
survey  again  12  months  later, 
“and  there  was  a  150  to  200  per¬ 
cent  improvement  on  the  scales,” 
says  Marshall.  Scores  have  con¬ 
tinued  to  rise;  on  a  scale  of  1  to 
1 0,  the  average  performance 
management  score  has  jumped 


from  1.5  at  the  outset  to  7.5  at 
the  end  of  two  years.  “The  com¬ 
mon  comment  [about  how  well 
we  work  together]  is,  ‘Pinch  me,  I 
want  to  see  if  I’m  awake,”’  he 
laughs.  In  addition,  employee 

Reader  RQI 


YOU  MAY  NOTTHINK  YOUR 
company  needs  to  spend  time  on 
the  couch,  but  consulting  a  psychol¬ 
ogist  is  not  a  crazy  idea.  Find  out 

►  How  a  psychologist  can  help 
senior  executives  manage  and 
lead  more  effectively 

►  How  a  major  retailer  is  increasing 
revenue  by  focusing  on  employee 
satisfaction 

►  Why  application  of  psychology  in 
the  workplace  helps  companies 
cut  costs  by  millions 
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turnover  has  dropped  from  42  percent  to  20  percent  since 
Calmas  began  working  with  the  senior  managers. 

Hiring  a  psychologist  or  other  social  scientist  to  advise  busi¬ 
ness  people  is  not  as  outlandish  a  notion  as  one  might  think. 
After  all,  the  human  condition  is  a  social  scientist’s  stock  in 
trade,  and  companies  are  run  by  members  of  tribe  Homo  sapi¬ 
ens.  Judging  by  the  burgeoning  membership  of  the  Society  for 
Industrial  and  Organizational  Psychology  (SIOP),  at  an  all- 
time  high  of  5,65 1  members,  corporate  America  is  beginning 
to  realize  that  when  it  comes  to  managing  its  number  one 
asset — the  workforce — it  makes  a  certain  amount  of  sense  to 
recruit  help  from  social  scientists. 

What’s  more,  there’s  evidence  that  doing  so  isn’t  just  an 
exercise  in  touchy-feely  “good  vibes.”  Psychologists  can  help 
companies  hire  smarter,  manage  more  effectively  and  give  bet¬ 
ter  customer  service.  All  of  this  can  help  save  a  lot  of  corpo¬ 
rate  dollars,  says  Kevin  R.  Murphy,  former  president  of  SIOP 


Make  Sears  a  compelling  place  to  work,  shop  and  invest. 

Does  it  work?  Sears  thinks  so.  “We’ve  found  the  model  pre¬ 
dicts  that  a  5  point  increase  in  associate  satisfaction  results  in 
a  1.2  percent  increase  in  customer  satisfaction,”  says  Gary 
Bosak,  vice  president  of  transformation  at  Sears  in  Hoffman 
Estates,  Ill.  “That  plus  a  1  percent  increase  in  customer  reten¬ 
tion  increases  revenue  1.3  percent.”  For  a  $41'billion  com¬ 
pany,  each  percentage  point  boost  in  revenue  has  a  big  impact 
on  profits. 

Why  Companies  Need  Therapy 

So  if  a  company  can  produce  smarter  managers  and  happier 
employees  by  judicious  application  of  psychology  in  the  work¬ 
place,  why  isn’t  there  a  shrink-penned  executive  management 
tome  roosting  atop  the  bestseller  list? 

For  one  thing,  psychologists  are  most  effective  consulting 
at  the  senior  management  level,  and  senior  managers  enjoy 


here’s  a  lot  of  scientific  evidence  that  ties 
the  psychology  of  people  to  the  bottom  line. 

- Paul  Davis 


and  an  assistant  professor  of  psychology  at  Colorado  State 
University.  In  the  area  of  personnel  selection  and  performance 
evaluation,  “It’s  not  unusual  to  find  an  ROI  in  the  millions  of 
dollars,”  he  says.  “It’s  not  hard  to  understand.  If  you  select 
better  people,  you  get  better  performance  and  fewer  problems. 
There  will  be  less  turnover,  fewer  accidents  and  people  will 
learn  more  quickly.  And  if  you  can  do  a  better  job  of  evaluat¬ 
ing  performance,  you  can  promote  more  wisely,  train  better 
and  direct  resources  in  helpful  ways.  That  all  involves  tremen¬ 
dous  cost  savings.” 

“There’s  a  lot  of  scientific  evidence  that  ties  the  psychol¬ 
ogy  of  people  to  the  bottom  line,”  agrees  Paul  W.  Davis,  pres¬ 
ident  of  the  nonprofit  Scanlon  Plan  Associates  Inc.,  an  East 
Lansing,  Mich. -based  association  of  organizations  that  prac¬ 
tice  the  Scanlon  Plan  of  profit-sharing.  He  cites  recent  research 
done  by  Sears,  Roebuck  and  Co.  reported  in  the  January- 
February  1998  issue  of  the  Harvard  Business  Review.  “It 
found  that  how  employees  are  treated  by  supervisors  and  the 
company  directly  affects  the  way  workers  treat  the  customer, 
which  in  turn  has  a  direct  impact  on  the  bottom  line,”  says 
Davis. 

Sears  uses  what  it  calls  Total  Performance  Indicators 
(TPI)  to  clarify  the  links  between  employees,  customers  and 
profits.  The  company  surveys  its  associates  and  customers 
and  runs  that  data  along  with  financial  statistics  such  as 
revenue  growth  through  a  complex  econometric  model 
developed  by  CFI  Group  in  Ann  Arbor,  Mich.  The  result¬ 
ing  numbers  consistently  prove  the  logic  of  emphasizing 
employee  satisfaction  in  the  company  mission  statement: 


corporate  training  about  as  much  as  flying  coach.  “Most  man¬ 
agers  wouldn’t  attend  developmental  training”  even  if  it  were 
offered,  says  Bruce  Roselle,  a  Minneapolis  psychologist  who 
coaches  area  executives.  As  a  consequence,  he  says,  many 
senior  executives  lack  fundamental  management  skills  like  lis¬ 
tening  empathetically,  communicating  clearly,  resolving  con¬ 
flict  and  collaborating  on  problem  solving. 

Moreover,  developing  these  soft  leadership  skills  is  not 
easy;  it  involves  the  difficult  and  scary  work  of  analyzing 
human  emotions.  Changing  the  unwritten  guidelines  that 
govern  workplace  relationships  provokes  knee-jerk  resis¬ 
tance  from  most  people.  It  also  requires  commitment  to 
change  from  both  those  in  charge  and  their  subordinates — 
an  elusive  goal  indeed.  Employees  are  not  dumb,  says 
Calmas.  They’  ve  learned  that  talking  back  to  authority  fig¬ 
ures  puts  them  on  a  fast  track  to  the  front  door.  And 
bosses,  he  says,  “want  to  be  dictators.  For  some  crazy  rea¬ 
son,  they  expect  that  they  can  abuse  you  because  they  sign 
the  checks.”  Executives  must  realize  that  employees  aren’t 
the  only  ones  who  must  put  sweat  equity  into  corporate 
efforts  at  improved  two-way  communication. 

Beyond  Mutiny 

For  subordinates  charged  with  leading  the  way  to  increased 
communication,  that  first  step  is  fearsome.  When  Calmas 
started  work  with  the  10  senior  managers  at  NECX,  for  exam¬ 
ple,  “I  was  amazed  at  how  brutal,  angry  and  resistant  they 
were,”  he  says.  “They  said  over  and  over,  ‘We  have  no  inten¬ 
tion  of  changing  until  the  executive  team  changes.  When  they 
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Inprise™  Corporation. 

Wouldn’t  it  be  nice  if  your  corporate 
information  systems  were  readily 
available  to  all  those  who  needed 
them?  Better  yet,  if  they  were  reliable, 
scalable,  and  secure?  And  could  be 
developed,  deployed,  and  managed 
with  ease?  We  think  so.  And  that’s 
why  we  are  proud  to  introduce 
Inprise  Corporation,  a  new  company 
dedicated  to  the  radical  simplification 
of  distributed  enterprise  computing. 

In  this  field,  simplification  is  the  key 
to  greater  productivity.  So,  we’ve 
integrated  the  superior  development 
tools  of  Borland  with  the  highly 
scalable  middleware  of  Visigenic. 
To  simplify  things.  So  that  you  can 
take  data  and  processes  that  exist  in 
multiple  applications,  in  disparate 
locations,  and  transform  them 
seamlessly  into  new  distributed 
applications  that  deliver  meaningful, 
real-time  information  for  any  user, 
anytime,  anywhere.  This  integration 
means  you’ll  reduce  costs,  respond 
more  quickly  to  unexpected  changes 
in  the  market,  and  become  more 
competitive.  Without  complications. 


Borland  +  Visigenic  =  Inprise 


To  find  out  more  about  how  we  turned 
years  of  combined  experience  into  a 
complete  solution  for  integrating  the 
enterprise,  download  our  whitepaper  at 

www.inprise.com/  about/strategy/ 

A®  Inprise 

Integrating  the  Enterprise 


RADICALLY 

SIMPLIFYING 


DISTRIBUTED  ENTERPRISE  COMPUTING 


TAKES  MORE  THAN  A  NEW  TECHNOLOGY. 


SO  WE  ASSEMBLED 

INPRISE, 


A  WHOLE  NEW  COMPANY. 
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change,  we’ll  change.’”  Calmas  had  to  work  through  what  he 
calls  “a  small  Caine  Mutiny”  among  the  senior  managers  that 
eventually  caused  two  of  them  to  resign.  They  were  not  will¬ 
ing  to  work  at  communication,  he  says,  and  they  left  rather 
than  change.  “There  were  lots  of  strong  feelings  about  the 
COO  among  the  managers,”  he  says.  “I  suggested  that  we 
invite  [Marshall]  into  the  group  to  surface  these  issues. 
Everybody  agreed,  and  he  came  in.”  Calmas  then  set  strict 
guidelines,  including  the  ground  rule  that  nobody  could  be 
fired  for  what  they  said  in  the  group.  That  calmed  fears,  and 
the  team  began  to  discuss  issues  rather  than  lob  accusations. 
Now,  Calmas  says  there’s  a  “very  high  level  of  trust  and  coop¬ 
eration  among  Marshall  and  the  senior  managers.”  But  it  took 
a  lot  of  work,  and  it  took  a  willingness  from  those  in  author¬ 
ity  to  be  confronted  by  subordinates. 

That  trust  pays  off  because  it  gives  NECX  executives  a  frame¬ 
work  for  defusing  misunderstandings  that  hinder  productivity. 
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Clinical  psychologists,  on  the  other 

American  Psychological 

hand,  are  trained  to  provide  individual 
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and  group  counseling,  which  is  more 
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interactive. 
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For  example,  Marshall  says,  “Somebody  might  be  giving  me  feed¬ 
back  on  an  issue,  and  I  respond  defensively.  Another  team  mem¬ 
ber  might  note  that,  and  I  say,  ‘Yes,  you’re  right,  here’s  what  I 
heard  this  person  saying.’  The  person  may  not  have  meant  that 
comment  that  way  at  all,  but  that’s  the  way  I,  and  perhaps  other 
members  of  the  group,  heard  it.  It  gives  immediate  feedback  from 
more  than  one  point  on  the  compass.” 

William  H.  Greenwood,  a  Lansing,  Mich. -based  industrial 
and  organizational  psychologist  who  consults  with  corpora¬ 
tions,  says  that  he  always  spends  a  lot  of  time  challenging  cor¬ 
porate  leaders.  “When  they  come  in  looking  for  help,  the  first 
thing  I  ask  is  whether  there  is  a  compelling  competitive  rea¬ 


son  for  the  company  to  change.  When  I  talk  to  employees,  they 
say  the  worst  reason  to  change  is  .because  the  boss  says  so.” 
Greenwood  says  that  for  “talking  therapy,”  which  refers  to 
using  conversations  with  psychologists  to  fix  problems,  to 
work  in  a  corporation,  senior  executives  must  realize  that  this 
method  is  much  more  complicated  than  the  standard  com- 
mand-and-control  management  style.  Ask  employees  what 
they  think,  and  they  might  very  well  say  things  you  don’t  want 
to  hear.  Encouraging  open  communication  makes  for  a  far 
more  complex  situation,  says  Greenwood. 

“Are  you  able,  willing  and  ready  to  do  the  work  as  an  exec¬ 
utive  team?”  he  asks.  “When  you  begin  to  involve  [employ¬ 
ees],  it’s  very  demanding  of  managers  and  leaders.” 

What’s  in  It  for  Customers? 

As  Sears  discovered,  when  supervisors  treat  employees  well, 
they  in  turn  treat  customers  better.  “If  people  like  their  work 
and  are  proud  to  work  at  Sears,  they’re  more 
likely  to  provide  the  kind  of  service  customers 
expect,”  explains  Sally  Hartmann,  vice  presi¬ 
dent  of  HR  planning,  who  has  a  PhD  in  indus¬ 
trial  psychology.  “Then  customers  are  more 
likely  to  spend  more  money  and  are  more 
likely  to  come  back.  And  if  customers  are 
spending,  shareholders  are  making  money.” 
Because  a  financially  healthy  Sears  can  con¬ 
tinue  to  invest  in  training  and  development, 
investor  glee  further  fuels  employees’  positive 
attitudes,  and  the  cycle  continues.  Keeping  all 
three  parts  of  the  employee-customer-investor 
triangle  in  balance  is  critical,  for,  as  Hartmann 
warns,  “If  any  part  of  the  cycle  breaks  down, 
that  trickles  through  everything.  The  TPI 
model  starts  with  associates.”  Balance  is 
important,  because  a  decision  that’s  right  for 
investors  may  not  be  the  right  decision  for 
associates,  says  Jane  Floyd,  director  of  strate¬ 
gic  transformation  initiatives  at  Sears. 

In  addition  to  striving  for  balance  chainwide, 
Sears  is  using  information  gleaned  through  TPI 
on  a  store-by-store  basis.  In  several  pilot  stores 
“employees  are  significantly  more  informed 
and  are  more  involved  in  solving  problems,  are 
challenged  to  be  more  responsible  for  cus¬ 
tomers  and  have  more  responsibility  for  man¬ 
aging  cost  and  inventory,”  says  Greenwood, 
who  is  working  with  Floyd  on  the  pilot  program.  “It’s  a  gain- 
sharing  environment,  and  that’s  radical  in  the  retail  environ¬ 
ment.”  (See  “Soft  Sell,”  Page  68.) 

Smarter  Product  Development 

Other  companies  are  applying  psychology  to  their  new  prod¬ 
uct  development  efforts  to  get  a  better  handle  on  what  poten¬ 
tial  customers  really  want.  Fluke  Corp.  of  Everett,  Wash., 
used  information  from  the  Myers-Briggs  personality  indica¬ 
tor  to  help  build  personality  pictures  of  customers  for  a  new 
line  of  computer  diagnostic  tools.  Fluke  wanted  to  enter  the 
computer  networking  market  in  1993,  and  Terri  Shafer,  direc- 
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The  Value  of  Enterprise 
Information  as 
Business  Currency 


As 

information 
becomes  the  new 
coin  of  business,  organiza 

tions  must  learn  how  to  break  down  the  barriers  between 
traditionally  separate  business  functions. 

By  encouraging  enterprisewide  information 
sharing,  companies  can  rethink  processes  to 
maximize  business  value.  In  essence,  CIOs 
and  business  executives  must  create  and 
support  an  IT-driven  enterprise. 


Other  featured  presenters  include  Tom  Davenport,  Curtis 
Mathes  Fellowship  Professor  and  director,  Information  Systems 
Management  Program  at  the  College  and  Graduate  School 
of  Business  at  the  University  of  Texas  at  Austin  and  the  CIOs  of 
The  Nature  Conservancy,  Partners  Healthcare  System,  Inc.  and 
Procter  &  Gamble. 
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The  latest  in  our  CIO  Perspectives  conference 
series,  The  Value  of  Enterprise  Information 
as  Business  Currency  will  help  participants 
better  understand  how  an  organization 
develops  an  integrated  IT/business  strategy 
encompassing  all  of  its  partners.You  will  learn 
what  leaders  should  do  to  foster  new  cross¬ 
functional  relationships  and  facilitate  adding 
information  sharing  to  create  more  value  for 
customers  and  strategic  business  partners. 

Our  keynote  presenter  needs  no 
introduction...  Peter  F.  Drucker  will 
join  us  in  San  Diego,  along  with  conference 
moderator  James  C,  Wetherbe,  PhD,  who 
will  set  the  stage  for  our  discussions. 


Corporate  Hosts 
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“ This  is  arguably 
the  most  prestigious 
conference  in  the 
world  for  chief 
information  officers , 
and  the  tasks  of 
the  CIOs  writ 
large  are  the 
leading-edge  tasks 
of  reinventing 
the  world." 


Tom  Peters 

President 

The  Tom  Peters  Group 
Author 
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To  enroll  CALL  800  366-0246,  visit  our  WEB  SITE  at  www.cio.com 
or  FAX  us  at  508  879-7720. 


Using  case  studies,  business  briefings 
and  presentations  from  leaders  in  the 
business/IT  revolution,  you  will  learn  how 
companies  have  successfully  adapted  to 
processes  driven  by  information  and 
technology.  By  incorporating  this  knowledge 
into  your  own  business  strategy,  you  will 
be  prepared  to  meet  the  information 
driven  demands  of  your  customers  in 
the  21st  century. 

To  participate  in  The  Value  of 
Enterprise  Information  as  Business 
Currency,  visit  our  Web  site  at  www.cio.com 
and  enroll  online  or  simply  complete  the 
enrollment  form  on  the  back  of  this 
brochure  and  fax  it  to  us  at  508  879-7720. 
You  may  also  call  our  conference  hotline 
at  800  366-0246. 


Don’t  miss  your  chance  to 
win  valuable  prizes 
on  Wednesday! 


Business  Briefings  t 

In  addition  to  our  general  sessions, 
a  series  of  business  briefings  will  be 
provided  on  Monday  and  Tuesday  by 
our  Corporate  Hosts. 

Companion  Program 

Participation  in  the  companion  program 
includes  all  scheduled  meals,  receptions, 
entertainments  stretch  and  tone  class, 
safari  tour  at  the  San  Diego  Wild  Animal 
Park  on  Monday  and  a  Tijuana  shopping 
spree  on  Tuesday. 


TUESDAY  KEYNOTE 


WEDNESDAY  KEYNOTE 


Thomas  Davenport 

Curtis  Mathes  Fellowship  Professor 
Director ,  Information  Systems 
Management  Program 
College  and  Graduate  School  of  Business 

University  of  Texas  at  Austin 

"Knowledge  management  is  a  business  issue  for 
competitive  advantage,  not  just  an  information 
technology  issue.  It  will  become  increasingly 
important,  especially  for  large  enterprises  needing  to 
create,  share  and  reapply  knowledge  on  a  global  scale. 
Working  Knowledge  is  as  thorough  and  complete  a 
book  on  this  subject  as  exists  today." 

Todd  A.  Garrett 

Senior  Vice  President  and  CIO 
The  Procter  and  Gamble  Company 


CIO  Perspectives  conference  participants  will 
receive  a  copy  of  Working  Knowledge  and 
The  World  According  to  Peter  Drucker ! 


the  WORLD 
ACCORDING 

PETER 
DRUCKER 


JACK  B  E  A  T  T  Y 


Peter  F.  Drucker 


"While  Drucker  famously  denies  he  invented 
modern  management,  claiming  that  the  idea  is 
nonsense  —  he  once  told  me  that  ’the  CEO  of  the 
builder  of  the  Cheops  pyramid  6,000  years  ago 
surely  knew  more  than  any  CEO  today'  —  he  has 
most  certainly  spaivned  the  major  management 
ideas  of  this  century.  And  this  book,  beautifully 
written  and  fascinating  throughout,  does  Drucker 
justice  by  presenting  an  omnibus  of  his  ideas  with 
clarity,  wit  and  critical  appreciation..." 

Warren  Bennis 

University  Professor  at  the  University  of  Southern  California 
Author,  Organizing  Genius 


FEATURED  PRESENTERS 


Doug  Barker 

Vice  President 

Director,  Information  Services 

The  Nature  Conservancy 


John  Glaser 

Vice  President  and  CIO 

Partners  HealthCare  System,  Inc. 


Stephen  N.  David 

Senior  Vice  President 
Customer  Business  Development 

The  Procter  and 
Gamble  Company 

Todd  A.  Garrett 

Senior  Vice  President  and  CIO 

The  Procter  and 
Gamble  Company 


CONFERENCE  MODERATOR 


James  C.  Wetherbe,  PhD 

Director 

MIS  Research  Center 
University  of  Minnesota 

Federal  Express  Professor  of  Excellence 
Director 

Center  for  Cycle  Time  Research 

University  of  Memphis 


Edward  Glassman 

Director,  Technology  Strategy 

Pfizer,  Inc. 


Rick  Pastore 

Executive  Editor 

CIO  magazine 


Nestled  at  the  water’s 
edge  on  scenic  San  Diego 
Bay,  the  Sheraton 
San  Diego  Hotel  and 
Marina  is  ideally  situated 
at  the  heart  of  a  premier  California 
destination.  Offering  majestic  panoramic  views  of  the  Bay 
and  downtown  San  Diego,  the  1,050-room  hotel  complex 
has  easy  access  to  both  the  airport  and  numerous  area 
attractions  and  recreational  opportunities. 
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Please  visit  our  Web  site  at  www.cio.com  or  Fax  to  508  879-7720.  You  can 
also  Call  us  at  800  366-0246  or  Mail  completed  form  to:  Executive  Programs, 
CIO  Communications,  Inc.,  D3620,  Boston,  MA  02241-3620. 


NAME 

TITLE 

COMPANY 

ADDRESS 

MAIL  STOP 

CITY 

STATE 

ZIP  CODE 

PHONE 

FAX 

E-MAIL 

COMPANY  WEB  SITE  ADDRESS 

WHAT  IS  YOUR  INDUSTRY? 

YOUR  NAME  AS  YOU  WANT  IT  TO  APPEAR  ON  YOUR  BADGE 

HOTEL  ARRIVAL  DATE 

HOTEL  DEPARTURE  DATE 

NAME  OF  COMPANION  (IF  PARTICIPATING  IN  COMPANION  PROGRAM) 

CTJN2 


CHECK  ALLTHAT  APPLY 

ENROLLMENT  FEES: 

□  IS  PRACTITIONERS/EXECUTIVES  =  $1,895 

This  fee  applies  if  you  are  a  CIO,  IS  executive 
or  hold  another  executive  position. 

□  GOVERNMENT/MILITARY  =  $2,295 

The  fee  includes  your  hotel  for  three  nights. 

Do  not  make  your  own  hotel  reservations; 

CIO  will  make  them  for  you . 

□  SALES/MARKETING/CONSULTING  =  $10,000 

This  fee  applies  if  you  hold  a  sales, 
marketing,  new  business  development  or 
consulting  position,  including  executive 
management  of  IT  vendor  and  consulting 
companies.  This  fee  is  payable  by  company 
check  only.  CIO  will  make  the  final 
determination  of  this  category. 


OTHER  ACTIVITIES: 

□  COMPANION  PROGRAM  =  $325 

Companions  must  be  enrolled  in  this  program  to 
attend  any  conference-related  functions.  Includes 
all  scheduled  meals,  receptions,  entertainment, 
companion  breakfast,  a  stretch  and  tone  class,  a 
safari  tour  at  the  San  Diego  Wild  Animal  Park  on 
Monday  and  a  Tijuana  shopping  spree  on  Tuesday. 
Conference  session  attendance  is  not  included. 

□  I  am  not  staying  at  the  Sheraton  San  Diego 
Hotel  and  Marina 


Name  of  alternate  hotel 


Don’t  miss  your  chance  to  win  valuable  prizes  on  Wednesday! 


PAYMENT  INFORMATION:  (Please  make  checks  payable  to  CIO  Communications,  Inc.) 

□  Check  Enclosed 

□  P.O.  #  (A  complete  purchase  order  must  be  submitted  within  10  days) _ 

□  Credit  card  # 

□  AMEX  □  VISA  □  MC  Exp. _ 

Signature: _ _ _ 

To  enroll  CALL  800  366-0246,  visit  our  WEB  SITE  at  www.cio.com 
or  FAX  us  at  508  879-7720. 


Business 

Card 

REQUIRED 

In  Order  To 
Process 
Registration 


ATTIRE 

Casual!  Please,  no  suits, 
ties  or  business  attire! 

HOTEL  ACCOMMODATIONS 

A  block  of  rooms  has  been  reserved  at  the 
Sheraton  San  Diego.  We  urge  you  to  make  your 
reservations  early  by  calling  the  hotel  at 
619  692-2265  and  identifying  yourself  as  part  of 
the  CIO  conference  to  receive  the  conference  rate. 
CIO  will  make  hotel  reservations  for 
government/military  participants  only. 

Be  sure  to  guarantee  your  room  ivith  a  credit  card, 
as  all  unreserved  or  unguaranteed  rooms  will  be 
released  on  September  4, 1998.  Hotel  reservations, 
cancellations  and  charges  are  your  responsibility. 
If  a  CIO  conference  Enrollment  Form  is  not 
received  within  48  hours  of  making  your  hotel 
reservation,  your  room  will  be  released  from  the 
CIO  room  block. 

TRANSPORTATION 

American  Airlines  is  the  official  conference  carrier. 
For  discounted  airfare,  call  800  433-1790  and 
reference  Star  File  #S050AB.  AVIS  is  the  official 
car  rental  provider.  Call  AVIS  at  800  331-1600 
and  reference  B766657. 

ENROLLMENT  FEES 

All  enrollment  fees  must  be  paid  in 
advance  of  the  meeting.  Fee  includes  conference 
sessions,  business  briefings,  corporate  host 
displays,  conference  materials  and  scheduled 
meals,  receptions  and  entertainment.  Transporta¬ 
tion,  hotel  and  recreation  are  your  responsibility. 
Please  note  that  submission  of  this  enroll¬ 
ment  form  to  CIO  obligates  the  attendee/ 
sender  for  the  enrollment  fee. 

CANCELLATION 

ALL  CANCELLATIONS  OR 
SUBSTITUTIONS  MUST  BE  IN  WRITING. 

You  may  cancel  your  conference  or  companion 
enrollment  up  to  September  4, 1998  without 
penalty.  A  $250  administration  fee  will  be  imposed 
for  cancellations  between  September  5-18, 1998. 
No  refund  or  credit  will  be  given  for 
cancellations  received  after  September  18, 

1998  or  for  no  shows.  You  may  send  a  substitute 
in  your  place.  CIO  reserves  the  right  to  decline 
enrollment  to  any  registrant. 
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MANAGEMENT  TRENDS 


tor  of  marketing  for  Fluke’s  networks  division,  says  Fluke 
knew  that  the  target  customers — CFOs,  CIOs,  network  engi¬ 
neers  and  technicians — were  a  little  different  from  its  core 
customers:  mechanics  and  electricians  who  used  Fluke  tools 
to  diagnose  automotive  and  electrical  problems.  While 
mechanics  and  electricians  are  typically  “lone  rangers,”  Shafer 
and  her  team  discovered  that  the  CFO  “is  the  great  protector 
of  organizational  assets.  FFis  orientation  is  toward  policies, 
guidelines  and  lots  of  details,”  says  Shafer.  “The  CIO  tends 
to  be  the  consummate  planner.  He  wants  a  logical,  long-term 


plan  of  success.  Network  engineers  are  the  ultimate  problem 
solvers  on  a  strategic  level.  Network  technicians,  on  the  other 
hand,  don’t  give  a  darn  about  strategy.  They  just  want  to  fix 
what’s  broken.”  After  examining  the  data,  Shafer  realized 
that  Fluke  needed  to  design  a  tool  from  a  “holistic  view  of 
network  maintenance  that  answered  the  CFO’s  need  for  poli¬ 
cies,  the  CIO’s  need  for  system,  and  the  network  engineer’s 
and  technician’s  ground-level  tactical  needs.” 

Using  this  information,  Fluke  developed  a  new  product 
called  a  LAN-Meter,  which  diagnoses  local  area  network 

problems  and  takes  some  of 
the  diagnostic  burden  from 
complex  network  traffic 
monitoring  tools  known  as 
protocol  analyzers.  Fluke 
designed  it  with  all  four 
“voices”  in  mind.  It’s  very 
simple  to  use  so  less-skilled 
technicians  can  use  it  with  lit¬ 
tle  training.  This  makes  the 
CFO  happy,  since  he  saves 
money  on  training  and 
doesn’t  have  to  hire  as  many 
expensive  engineers  to  trou¬ 
ble-shoot  the  network.  It  also 
adapts  to  newer  network 
technology,  which  the  CIO 
likes,  since  the  tool  will  sup¬ 
port  his  long-range  plans. 
And  the  engineer  likes  it 
because  she  doesn’t  have  to 
share  her  complicated  proto¬ 
col  analyzer  with  the  techni¬ 
cians,  nor  does  she  have  to 
train  them. 

“If  we’d  just  looked  at  the 
needs  of  the  logical  customer, 
the  network  engineer,  we 
might  have  been  driven  to 
design  a  better  protocol  ana¬ 
lyzer,  and  that’s  not  what  we 
needed  in  this  case,”  says 
Shafer.  The  Myers-Briggs  data 
encouraged  Fluke  to  invent 
the  LAN-Meter,  which  in  its 
first  three  years  achieved  a 
growth  rate  nearly  twice  that 
of  the  leading  protocol  ana¬ 
lyzer  product.  Looks  like  this 
soft,  fuzzy  stuff  can  yield 
some  gratifyingly  hard  money 
results.  BE! 


Senior  Editor  Carol  Hildebrand 
can  be  reached  via  e-mail  at 
cjh@cio.com.  Senior  Editor 
Alice  Dragoon  contributed  to 
this  article. 


Soft  Sell 

Involving  employees 
in  store  management  is 
paying  off  at  Sears 

RTHUR  C.  MARTINEZ  IS  PAYING  A 
lot  of  attention  to  the  softer  side  of  Sears 
these  days.  As  chairman,  president  and 
CEO  of  Sears,  Roebuckand  Co.,  he’s  intrigued 
because  the  company  has  devised  a  way  to 
attach  hard  numbers  to  some  pretty  squishy 
topics— employee  attitudes  and  customer  sat¬ 
isfaction— and  to  link  them  directly  to  the  bot¬ 
tom  line. 

By  analyzing  employee,  customer  and  finan¬ 
cial  data,  Hoffman  Estates,  lll.-based  Sears  has 
developed  a  performance  equation  it  calls  Total 
Performance  Indicators  (TPI).  In  addition  to  pro¬ 
viding  a  big-picture  view  of  the  retailer’s  busi¬ 
ness  health,  TPI  is  now  helping  individual  Sears 
store  managers  create  a  shopping  environment 
that  balances  the  needs  of  associates,  shop¬ 
pers  and  investors. 

Gary  Bosak,  vice  president  of  transformation, 
and  Jane  Floyd,  director  of  strategic  transforma¬ 
tion  initiatives,  review  a  store’s  results  with  its 
manager;  if  the  store’s  data  shows  room  for 
improvement  in  employee  attitudes,  customer 
satisfaction  or  financials,  its  manager  is  invited 
to  take  part  in  a  voluntary  goal-sharing  program 
to  increase  employee  involvement  in  store  man¬ 
agement.  Assuming  the  manager  buys  into  the 
concept,  he  or  she  assembles  a  cross-func¬ 
tional,  cross-hierarchical  design  team  made  up 
of  10  percent  of  the  store’s  associates. 

The  design  team  takes  responsibility  for 
deciding  how  employees  should  communicate 
and  work  together  to  best  meet  customer 
needs.  The  team  also  recommends  training  and 
education  guidelines,  metrics  to  measure  suc¬ 


cess  and  an  equity  plan  for  how  associates 
should  share  in  the  gains  that  result.  “We  never 
focus  on  the  gain,”  says  Floyd.  “If  people  do  it 
only  for  money,  it  sets  up  the  wrong  dynamic.” 

Turns  out,  however,  that  of  the  30  or  so  asso¬ 
ciates  on  most  design  teams,  only  one  or  two— 
and  often,  none— will  sign  up  for  the  equity 
committee.  Most  employees  would  rather 
serve  on  the  education  and  participation  com¬ 
mittees.  “People  will  say,  ‘Oh,  there’s  an  equity 
portion?  I  thought  you  just  cared  about  me  [and 
my  opinions],”’  says  Bosak.  “They  want  to 
know  more  about  their  jobs,  how  they  can  be 
more  successful  and  grow  as  individuals.  They 
want  to  participate  and  create  an  environment 
with  no  fear  of  failure.”  Once  a  store’s  associ¬ 
ates  and  managers  vote  their  approval  of  the 
plan,  they  move  forward  with  the  design  team’s 
recommendations. 

The  goal-sharing  program  is  voluntary 
because  managers  have  to  be  willing  to  prac¬ 
tice  open-book  management,  and  that  requires 
sharing  information  and  power  with  associates. 
“It  starts  with  literacy  of  the  business,”  says 
Floyd.  “If  associates  don’t  understand  how 
much  profit  the  store  makes  at  the  end  of  the 
day,  they  work  on  assumptions.  Many  times 
those  assumptions  are  wrong.”  Once  they 
know  that  the  apparel  department  makes  more 
or  less  money  than  the  appliance  department, 
employees  understand  decisions  to  focus  on 
particular  parts  of  the  business  and  support 
strategic  initiatives  more  fully. 

While  goal-sharing  is  still  a  fledgling  pro¬ 
gram  at  Sears,  Bosak  and  Floyd  are  pleased 
with  the  initial  results.  “Goal-sharing  stores 
outperform  not  only  control  stores  but  the  com¬ 
pany  average  on  the  [employee]  survey  and  in 
customer  satisfaction,”  says  Floyd.  And  with 
more  Kenmore  washers,  brand  name  clothing 
and  Die-Hard  batteries  heading  out  the  door 
with  satisfied  customers,  the  goal-sharing  side 
of  Sears  is  destined  to  expand. 

-Alice  Dragoon 
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At  times,  it  seems  like  your  data  warehouse  is  one  big  black  hole.  Data  goes  in,  but  no  information  comes  out.  That’s 
where  Seagate  Holos.  the  system  tor  large-scale  business  intelligence,  comes  in.  Not  only  does  it  leverage  your  data 
warehouse  investment,  it  delivers  what  business  intelligence  was  designed  to  do  alt  along:  turn  a  company’s  data  into  dollars. 

hOW  can  we  spend  less  time  looking  for  informatio 

more  time  capitalizing  Ofl  it?  Seagate  Holos  captures  the  essence  of 
your  business  processes  to  deliver  exactly  the  right  information,  the  way  you  want  it.  That’s  because  with  Seagate  Holos, 


customized  applications  are  developed  to  be  precisely  tailored  to  your  organization’s  users  and  needs.  So  it  works  the 
way  you  work,  and  thinks  as  you  do.  Information  is  what  it’s  all  about.  What  makes  business  intelligent  is  Seagate  Holos. 

Information ,  the  way  you  want  it? 

storej  access|  man  age™ 

For  more  information,  1-800-877-2340  ext.  2  or  www.seagatesoftware.com/E5 


©1998  Seagate  Software,  Inc.  Seagate.  Seagate  Software,  Seagate  Holos,  "information,  the  way  you  want  it.",  "store  |  access  |  manage",  and  the  Seagate 
logo  are  trademarks  or  registered  trademarks  ot  Seagate  Technology,  Inc.  or  one  of  its  subsidiaries.  Outside  of  the  US  and  Canada  call  1-604-681-3435. 


CFOs  not  only  rely  on  IT  to  manage  the  enterprise’s 
finances,  they  also  must  assess  its  value  and  in 
many  cases  oversee  the  function.  A  new  survey 
outlines  the  top  IT  issues  for  finance  executives. 

BY  CAROL  HILDEBRAND 

can  counters.  Corporate  cops.  Number  crunchers. 

Finance  executives  have  heard  them  all  and  accept  these  names  as  indigenous  to 
the  territory  when  their  number-one  responsibility  is  the  financial  well-being  of 
the  company.  When  faced  with  corporate  technology  concerns,  however,  CFOs 


find  themselves  between  the  proverbial  rock  and  its  equally  unyielding  partner,  a 
hard  place.  More  often  than  not,  they  must  reconcile  their  role  as  supervisor  of 
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CFOs’  Top  IT  Management  Issues  Fig.  1 

Percentage  of  respondents  who  considered  these 
issues  very  critical  or  somewhat  critical 


VERY  SOMEWHAT 


Prioritizing  technology  investments 

Establishing  and  maintaining  an  effective 
dialogue  between  IS  and  users 


1 

62% 

32% 

53%  39% 


Ensuring  year  2000  systems  compliance 


50%  28% 


Identifying  the  appropriate  level  of 
technology  investment 


Upgrading/replacing  legacy  systems 


46%  34% 


Identifying  how  IT  can  improve  or  influence 

business  processes 


Maintaining  effective,  productive 
relationships  with  the  IS  function 


Using  technology  to  drive  business  change 


Determining  when  and  how  to  adopt 
emerging  technologies 

Educating  top  management  on  the  value  of 

technology 


Evaluating/measuring  the  return  on 
technology  investments 


27%  59% 


the  IS  department  with  that  of  financial 
watchdog  (not  to  mention  their  position 
as  major  IS  user).  The  need  to  balance 
all  three  perspectives  makes  for  a  com¬ 
plex  attitude  toward  technology  for 
many  finance  executives.  Is  IT  a  function 
to  be  managed,  a  cost  to  be  contained  or 
a  strategic  asset  to  be  exploited?  No 
clear  road  signs  help  CFOs  navigate  the 
intersection  of  finance  and  technology, 
but  a  recent  survey  of  4 1 7  corporate  and 
business  unit  CFOs  conducted  by  the 
Financial  Executives  Institute  (FEI)  in 
Morristown,  N.J.,  and  Computer 
Sciences  Corp.  (CSC)  in  El  Segundo, 
Calif.,  suggests  the  general  direction  in 
which  many  CFOs  are  moving.  Entitled 


“Technology  Issues  for  Financial 
Executives  1998,”  the  survey  casts  light 
on  the  conflicting  technology  issues  with 
which  many  CFOs  now  struggle. 

Measuring  IT’s  Business  Value 

CFOS  ARE  INTERESTED  IN  DISTILLING 
the  value  of  technology  down  to  nice, 
hard  numbers.  Unfortunately,  they  are 
thwarted  in  this  quest  by  the  slippery 
nature  of  technology,  which  proves  dif¬ 
ficult  to  quantify.  So  it’s  no  surprise  to 
find  that  two  of  the  top  five  IT  issues  for 
finance  executives  concern  technology 
spending:  “Prioritizing  technology 
investments”  was  either  very  or  some¬ 
what  critical  for  more  than  90  percent 


of  respondents,  and  “identifying  the 
appropriate  level  of  technology  invest¬ 
ment”  elicited  a  similar  response. 
“Finance’s  priorities  and  interests  are 
often  very  different  from  those  of  the 
CIO,”  says  Dewey  FI.  Norton,  vice  pres¬ 
ident  and  controller  at  Ameron  Inter¬ 
national  Corp.,  a  manufacturer  of  pro¬ 
tective  coatings  and  piping  systems  in 
Pasadena,  Calif.  “Finance  tends  to  be 
more  focused  on  business  assessment.” 
Norton  compares  a  similar  survey  of 
CIOs  done  by  CSC  in  1997  with  the 
results  of  the  FEI  survey.  Of  the  top  20 
hot  topics,  he  observes  that  the  task  of 
determining  the  value  of  IT  was  last  on 
the  list  of  important  issues  for  CIOs. 
“CIOs  are  less  concerned  with  cost/ben¬ 
efit  analysis,”  he  says.  “They  feel  that  it’s 
up  to  the  business  process  owner  to 
make  that  determination.” 

CFOs  insist  that  their  interests  in  tech¬ 
nology  quantification  arise  from  busi¬ 
ness  rather  than  from  budgetary  con¬ 
siderations.  “It’s  not  about  cutting  costs; 
it’s  more  about  making  sure  that  tech¬ 
nology  gives  us  the  information  to  run 
the  business  better,”  says  Dorothy  D. 
Hayes,  director  of  internal  audit  at 
Hewlett-Packard  Co.  in  Palo  Alto,  Calif. 
“But  if  we  spend  lots  of  money  on  IT 
and  we’re  still  not  getting  the  ROI,  we 
get  kind  of  irritable.”  The  top  criteria 
CFOs  use  to  evaluate  returns  on  IT 
investments  confirm  that  financial  exec¬ 
utives  are  considering  business  value  as 
well  as  costs.  Although  “helped  us  cut 
operating  expenses”  was  the  most  pop- 
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ular  criterion,  mentioned  by  71  percent 
of  respondents,  the  next  most  used  cri¬ 
teria — “enabled  us  to  stay  even  or  ahead 
of  competition”  (62  percent)  and  “pro¬ 
vided  us  with  the  opportunity  to 
enhance  operating  revenue”  (44  per¬ 
cent) — suggest  that  CFOs  clearly  recog¬ 
nize  IT’s  potential  to  add  value  to  the 
bottom  line  (see  Figure  2  at  right). 

Still,  many  CFOs  find  it  difficult  to 
measure  the  value  of  their  technology 
investments,  and  that  frustrates  them. 
“You  can  do  a  cost/benefit  analysis,  but 
you  don’t  know  if  it  does  any  good,” 
says  James  G.  Walsh,  director  of  finan¬ 
cial  planning  and  analysis  at  National 
Association  of  Securities  Dealers  Inc.  in 
Rockville,  Md.  “Once  you  get  to  the 
benefit  part,  it  gets  really  fuzzy.”  Thus, 
financial  directors  end  up  signing  off  on 
projects  without  a  clear  sense  of  the  bud¬ 
get’s  accuracy,  which  isn’t  good  for  a 
CFO’s  stomach  lining.  “The  CFO  wants 
a  high  probability  that  projects  will 
deliver  the  estimated  returns,”  Norton 
says,  and  many  IS  project  estimates  do 
not  satisfy  that  desire.  “We  have  no  idea 
whether  [the  IS  department  is]  making 
those  numbers  up,”  says  Christian  D. 
Weiss,  controller  at  The  Franklin  Life 


Return  on  IT  Investments 

Although  half  of  the  CFOs 
classified  their  IT’s  ROI  as  medium 
or  high,  nearly  a  third  admit  they 
just  don’t  know 


IT  Evaluation  Criteria 


Fig.  2 


Percentage  of  respondents  who  use  these  criteria  to 
evaluate  return  on  IT  investments 


Helped  us  cut  operating  expenses 

Enabled  us  to  stay  even  or  ahead  of  competition 

Provided  opportunity  to  enhance  operating  revenue 

Positioned  the  company  to  increase  market  share 

Helped  the  company  reduce  lead  times 

Improved  internal  controls 

Investments  met  pre-established  financial  ratios 

Provided  opportunity  to  enter  new  business 


High  12% - 
Medium  39% 

Low  18% - 

Unknown  30% 
Negative  1% 


Who  Oversees  IT? 

CIOs  report  to 


CEO  21% - 
CFO  55% - 
COO  11% - 
Other  13% 


fl 


Insurance  Co.  in  Springfield,  Ill.  “They 
could  be  sandbagging  for  all  we  know.” 
Agrees  Hayes,  “It’s  really  a  leap  of  faith.” 

After  making  such  a  leap,  the  last 
thing  a  CFO  wants  to  see  is  an  IS  project 
run  into  significant  cost  and  time  over¬ 
runs,  as  happens  all  too  often.  In  fact, 
project  management  was  cited  by  almost 
50  percent  of  the  survey  respondents  as 
one  of  the  two  IT  skill  sets 
most  lacking  in  their  organi¬ 
zation.  (The  number-one 
missing  talent:  communica¬ 
tion  skills.) 

The  survey  results  echo 
finance  executives’  ambigu¬ 
ous  feelings  toward  IT’s  ROI 
(see  Figure  3  at  left).  Fully  30 
percent  of  the  respondents 
didn’t  know  whether  they 
were  getting  a  good  return  on 
IT  investments,  and  another 
19  percent  characterized  their 
returns  as  either  low  or  nega¬ 
tive.  “The  bottom  line  is  that 
nearly  half  of  the  respondents 
are  unhappy  with — or  baffled 
by — technology’s  ability  to 
improve  their  business,”  note 
survey  authors  Gerald  Boltin, 
Stacy  Gorneau  and  Mark 
Bealin  of  CSC.  Boltin,  a  part¬ 
ner  and  financial  manage¬ 
ment  practice  leader  in  CSC’s 
Chicago  office,  recommends 
that  CFOs  try  to  impose  the 
same  type  of  rigor  on  IT 


Fig.  3 


Fig- 4 


investments  that  they  would  apply  to 
any  other  kind  of  capital  investment. 

The  difficulty  of  quantifying  IT’s 
value  is  exacerbated  by  the  lack  of  writ¬ 
ten  strategic  IT  plans  within  responding 
companies.  “Most  IT  departments  [58 
percent,  according  to  the  survey]  don’t 
have  a  written  strategic  IT  plan  in 
place,”  Norton  says,  which  makes  it 
hard  to  assess  success. 

Jack  S.  Mallinger,  vice  president  of 
financial  services  at  Airlines  Reporting 
Corp.  in  Arlington,  Va.,  says  his  com¬ 
pany  tries  to  tie  its  IT  investments  very 
closely  to  the  strategic  business  plan  so 
that  only  critical  projects  get  funded. 
“You  really  need  to  pay  attention  to 
where  you’re  going,”  he  says.  “If  you 
don’t  stay  focused,  years  will  go  by  and 
nothing  will  come  of  your  investment.” 

The  IS  Reporting  Structure 

OF  THE  FINANCIAL  EXECUTIVES  SUR- 
veyed,  slightly  more  than  half  (55  per¬ 
cent)  said  that  the  CIO  reports  to  the 
CFO,  and  about  a  fifth  (21  percent)  said 
the  CIO  reports  to  the  CEO,  although 
those  numbers  vary  considerably  by 
industry  (see  Figure  4  at  left).  For  exam¬ 
ple,  respondents  in  the  insurance  and 
financial  service  sectors  reported  that  38 
percent  and  33  percent  of  their  CIOs, 
respectively,  report  to  the  CEO.  “The 
pattern  seems  to  be  that  in  industries 
where  IT  is  central  to  daily  operations, 
there  is  greater  likelihood  that  the  CIO 
will  report  to  the  CEO,”  note  Boltin, 
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Employee  theft  costs  businesses  $40  billion 
annually.*  How  well  are  you  managing  your 
corporate  assets?  White-collar  crime  affects 
companies  everywhere.  Last  year  alone,  theft, 
fraud,  and  espionage  cost  U.S.  businesses 
over  $125  billion.  Everything  you  have  is  at  risk. 
Office  equipment.  Trade  secrets.  Proprietary 
customer  data.  And  in  today’s  fast-paced,  highly 
competitive  work  environment,  these  assets  are 
more  vulnerable  than  ever.  But  there  is  a  solution: 
OCURE  800  from  Sensormatic.  With  its  newly 


expanded  RFID  technology,  virtually  every 
corporate  asset  can  now  be  monitored,  tracked, 
and  protected.  It’s  the  most  comprehensive  way 
to  keep  your  entire  company  secure. 

For  a  FREE  copy  of  our  tutorial  on  Securing 
Corporate  Assets,  call  1-800-368-7262  or  visit 
our  Web  site  at  www.sensormatic.com/assets. 
Find  out  how  you  can  stop  corporate  theft 
in  its  tracks.  C r ntir* 


WORLD  LEADER  IN  ELECTRONIC  SECURITY 


^Source:  U.S.  Chamber  of  Commerce 

©1998  Sensormatic  Electronics  Corporation.  C*CURE  is  a  registered  trademark  of  Sensormatic  Electronics  Corporation 


Asset  Tracking 
&  Management 

Access  Control 
Alarm  Monitoring 
Photo  Imaging 
CCTV  Integration 


CFO  Profile: 


^TUtnhTt 


For  BancTec  s  top  finance 
executive,  high  tech  is  a 
high  priority 


CORPORATE  STRATEGY  AND  MANAGING  I.T.  ARE  NEARLY 
inseparable  for  Raghavan  “Raj”  Rajaji,  senior 
vice  president,  CFO  and  treasurer  of  BancTec 
Inc.  In  fact,  he  sees  these  responsibilities  linked  as  a 
natural  consequence  of  the  growth  strategy  pursued 
by  BancTec,  a  Dallas-based  systems  integration  and 
services  company  that  specializes  in  payment  and 
document  management  solutions,  and  desktop  and 
network  services.  His  CEO  focuses  mainly  on 
BancTec’s  strategic  direction,  which  includes  growth  and 
acquisitions,  and  has  less  time  than  other  senior  executives 
for  oversight  of  internal  operations.  Therefore  much  of  this 
responsibility  is  shared  with  Rajaji.  “Stockholder  value  is 
what  I  go  to  bed  with  and  wake  up  with,”  Rajaji  says.  And 
in  a  practical  sense,  that  means  tending  to  growth  and  prof¬ 
itability  in  a  highly  IT-dependent  business. 

“On  a  day-to-day  basis,  IT  is  as  high  a  priority  as  trea¬ 
sury  and  stock,”  says  Rajaji,  who  describes  himself  as  the 
de  facto  CIO.  About  twice  a  week,  he  meets  with  three  sub¬ 
ordinate  IT  managers:  an  MIS  director,  an  IT  communica¬ 
tions  chief  and  a  vice  president  for  the  company’s  current 
rollout  of  an  enterprise  resource  planning  (ERP)  package. 

At  those  meetings  the  four  managers  often  discuss  tactical 
changes  to  and  decisions  about  BancTec’s  strategic  plan  for 
IT.  The  technology,  Rajaji  says,  “is  so  fast-moving  that  you 
can’t  just  rely  on  the  written  plan.” 

Strategic  IT  planning,  in  fact,  may  have  gone  too  far, 
Rajaji  says,  citing  as  evidence  many  companies’  overzeal- 
ous  efforts  to  measure  precisely  the  ROI  of  specific  tech¬ 
nologies  for  infrastructural  IT  investments.  Rajaji,  who 
chairs  the  Financial  Executive  Institute’s  committee  on 
finance  and  information  technology,  maintains  that  IT  man¬ 
agers  are  coming  around  to  a  more  practical  view.  “We’re 


CFO  Raj  Rajaji:  “Stockholder  value  is  what  I  go  to  bed  with 
and  wake  up  with.” 

now  recognizing  that  IT  is  just  like  a  building— it’s  required 
infrastructure,”  he  says.  “People  should  not  try  to  rigor¬ 
ously  justify  ROI  of  infrastructure.”  He  likens  employees’  IT 
requirements  to  “saying  your  employees  need  an  office 
with  a  lamp  to  work  in.” 

At  the  same  time,  the  job  of  a  CFO  has  become  more 
strategic,  Rajaji  notes.  Finance  chiefs  have  been  brought 
into  high-level  executive  planning  teams  where  they’re 
expected  to  contribute  business  and  finance  context  to 
strategic  decisions  about  IT  expenditures.  In  BancTec’s 
case,  Rajaji  recently  championed  the  ERP  implementation, 
which  will  eliminate  several  incompatible  business  systems 
that  the  company  has  absorbed  through  acquisitions  and 
solve  BancTec’s  year  2000  problem  at  the  same  time.  But 
making  the  decision  to  invest  in  ERP  will  likely  prove  easier 
than  the  task  Rajaji  now  faces:  overseeing  the  behavioral 
and  cultural  changes  required  to  make  the  new  system  suc¬ 
cessful.  “In  all  ERP  systems,”  he  says,  “the  biggest  chal¬ 
lenge  is  the  change,  accepting  there’s  a  better  and  newer 
way  instead  of  the  way  we’ve  done  things  for  20  years.” 

-Gary  Abramson 


Gorneau  and  Bealin  in  the  survey  report. 

CFOs  agreed  with  this  with  some 
reservations.  “Finance  is  frequently  the 
best  place  [for  IS  to  report  to],”  says 
Norton,  who  cites  two  reasons.  First,  he 
says,  finance  executives  are  often  com¬ 
puter  savvy,  which  helps  them  under¬ 
stand  what’s  going  on  in  IS.  Second,  they 
“pride  themselves  on  the  objectivity  of 
the  information  they  provide,”  notes 


Norton.  Thus,  prospective  IS  projects  get 
a  balanced  analysis:  “Finance  is  less 
likely  to  spin  a  project  to  its  own  advan¬ 
tage,”  he  says.  Norton  points  out  one 
exception:  “If  IS  is  truly  a  core  compe¬ 
tency  of  the  business,  like  in  financial  ser¬ 
vices,  it  makes  more  sense  for  the  CIO 
to  report  to  the  CEO.”  Raghavan  “Raj” 
Rajaji,  senior  vice  president,  CFO  and 
treasurer  of  Dallas-based  BancTec  Inc. 


and  chairman  of  FEI’s  committee  on 
finance  and  information  technology, 
concurs  that  the  more  technology- 
dependent  a  company  is,  the  wiser  it  is 
to  have  a  direct  CIO/CEO  reporting 
relationship.  (For  more  of  Rajaji’s  views, 
see  “CFO  Profile,”  above.) 

According  to  Flewlett-Packard’s 
Hayes,  “It  really  depends  on  the  organi¬ 
zation.  [Former  HP  CIO]  Bob  Walker 
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For  more  information  on  how  to  shape  up  your 
entire  enterprise,  visit  us  at  www.veritas.com 
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reported  to  our  CFO  and  it  worked  out 
great.  But  if  he’d  been  reporting  to  some¬ 
one  with  the  point  of  view  of,  ‘I’m  going 
to  cut  costs  no  matter  what,’  it  would 
have  been  a  disaster.  You  have  to  do 
what  works  for  the  organization.” 

The  Hot  IT  Projects 

THREE  BIG  TECHNOLOGY  PROJECTS 
loom  large  on  finance  executives’  hori¬ 
zons:  year  2000  (Y2K)  initiatives,  e-com- 


outside  pressure.  We  always  get  asked  at 
board  meetings  what  we’re  going  to  do 
about  Y2K.”  Hayes  and  Norton  agree: 
“We’re  all  interested  in  Y2K  issues,” 
says  Norton.  But,  he  emphasizes,  “it’s  a 
passing  concern.”  Although  many  CFOs 
profess  interest  in  making  sure  systems 
programmed  with  two-digit  date  fields 
can  accommodate  dates  in  the  next  cen¬ 
tury,  a  surprising  number  of  them  (16 
percent)  haven’t  done  anything  more 


“I  was  very  surprised  at  the  number  of 
companies  still  in  assessment  on  Y2K. 
They  really  need  to  get  going.” 

Companies  are  also  intrigued  with  the 
idea  of  electronic  commerce.  Hayes  says 
that  she’s  very  taken  with  “the  whole  e- 
business  notion — how  do  we  take  our 
knowledge  of  the  Web  and  turn  it  into  a 
better  way  of  doing  business?”  Turns 
out,  she’s  not  alone.  Nearly  30  percent 
of  the  survey  respondents  reported  that 


In  every  industry,  the  CEO  is  far  more  likely  to  view 
technology  as  a  source  of  competitive  advantage  (78%) 
than  the  company  is  likely  to  possess  a  written  IT  strategic 
plan  (42  %)  or  see  IT  as  a  core  competency  (54%). 


merce  and  building  integrated  compa¬ 
nywide  systems,  which  frequently  means 
implementing  enterprise  resource  plan¬ 
ning  (ERP)  packages  such  as  SAP  and 
Oracle  (see  Figure  5  below). 

“Y2K  is  big  time,”  says  Mallinger. 
“There’s  a  big  fear  factor  and  a  lot  of 


than  evaluate  the  problem.  Broken  out 
by  industry,  more  than  a  third  of  non¬ 
profit  and  construction  businesses  are 
still  at  the  assessment  stage.  Kirk  E. 
Arnold,  vice  president  and  managing 
partner  in  consulting  and  systems  inte¬ 
gration  at  CSC  in  Waltham,  Mass.,  says, 


they  were-conducting  business  electron¬ 
ically,  although  that  number  includes 
companies  using  proprietary  electronic 
data  interchange  (EDI)  networks  as  well 
as  those  using  the  Web.  Another  third  of 
the  companies  are  piloting  some  sort  of 
e-commerce  application,  and  27  percent 
are  considering  such  a  project.  That 
leaves  a  measly  10  percent  professing 
themselves  completely  uninterested  in  e- 
commerce. 

Integration  also  proved  to  be  a  hot 
topic  among  CFOs.  The  need  to  resolve 
millennium  bug  issues  and  the  desire  to 
cut  maintenance  costs  and  increase  func¬ 
tionality  led  89  percent  of  the  surveyed 
CFOs  to  rate  the  integration  issue  as  sig¬ 
nificant.  About  half  of  those  surveyed 
were  implementing  enterprise  systems 
like  SAP  or  Baan.  Users  who  have  com¬ 
pleted  implementation  were  not  fazed 
by  ERP’s  notorious  cost  and  time  frame 
overruns.  Although  51  percent  said  the 
project  took  longer  than  planned  to 
implement,  and  56  percent  reported 
going  over  budget,  an  overwhelming  87 
percent  reported  that  they  felt  that  the 
project  was  successful. 

From  the  response  to  this  inaugural 
survey,  it’s  clear  that  finance  executives 
rate  IT  high  on  their  agenda.  And  given 
the  study  finding  that  78  percent  of 
CEOs  view  technology  as  a  source  of 
competitive  advantage,  that  isn’t  likely 
to  change  anytime  soon.  BE! 

Senior  Editor  Carol  Hildebrand  can  be 
reached  at  cjh@cio.com. 


Year  2000  Readiness  ng.5 

Where  companies  are  in  addressing  Y2K 

■  Deploying  Y2K-compliant  systems  50% 

Renovating  existing  systems  24% 

Assessing  the  problem  16% 

Testing  newly  renovated  systems  10% 


To  EC  or  Not  to  EC? 

Level  of  involvement  in  electronic  commerce 

Piloting  on  a  small  scale  (<20%)  33% 

Not  currently  involved,  but  considering  it  27% 
Conducting  moderate  amount  (20-49%)  21% 

No  involvement  and  no  plans  for  it  11% 

Conducting  significant  amount  (>50%)  8% 


The  Allure  of  ERP 

The  development  method  of  a  company’s 
most  significant  systems  project 

Enterprise  system  (SAP,  Oracle,  Baan,  etc.)  44% 

:  Best-of-breed  package  32% 

■  Custom  development  24% 
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l  ie’s  been  a  loyal  employee.  He’s  served  you  well 
He’s  earned  your  trust.  He’s  stealing  your  assets. 

More  than  80%  of  security  breaches  come  at 
the  hands  of  insiders— employees  with  access, 
authorization  and,  all  too  often,  an  ax  to  grind. 

And  they  usually  go  undetected.  Because 
most  security  solutions  simply  erect  barriers  to 
keep  unauthorized  users  out.  They  don’t  prevent 
insiders  from  abusing  their  privileges. 

Centrax’  intrusion  detection  technology  does. 
The  Centrax  security  solution  vigilantly  moni¬ 
tors  user  behavior,  alerts  system  administrators 


to  suspicious  activity,  and  provides  a  detailed 
audit  trail  for  accountability.  It’s  like  putting  a 
video  camera  inside  every  workstation. 

It’s  also  the  first  security  software  built  from 
the  ground  up  specifically  for  Microsoft 
Windows  NT®— by  a  team  with  40  years  of 
combined  experience  in  information  security. 

Bottom  line,  Centrax  lets  you  focus  resources 
on  actual  risks  that  can  be  measured  and 
managed.  Which  means  less  security  overhead. 
And  less  vulnerability.  To  prevent  abuse,  call 
800-546-7733  or  visit  www. centraxcorp.com. 


SECURITY  SOFTWARE 


Hurdling  Risk 

Botched  or  canceled  IT  projects  cost  companies  enormous  amounts  of 
money.  Applying  some  basic  principles  of  finance  to  your  IT  investments 
will  help  you  better  manage  these  risky  ventures. 

BY  DOUGLAS  HUBBARD 


AS  ANY  INVESTOR  KNOWS,  STOCKS  ARE  RISKIER 
investments  than  bonds.  Investors  thus  require  a 
higher  rate  of  return  for  investing  in  stocks.  In 
fact,  most  investors  are  risk  averse — for  a  small 
increase  in  risk,  they  need  a  large  increase  in 
expected  return. 

The  additional  amount  added  to  a  return  to  compensate 
investors  for  risk  is  referred  to  as  a  risk  premium.  Just  as  stock 
investors  expect  higher  returns  to  compensate  for  taking  on 
higher  levels  of  risk,  executives  should  factor  in  the  potential 
for  risk  as  well  as  for  return  when  deciding  whether  to  fund 
an  IT  project.  Yet  most  companies  do  not  apply  these  basic 
finance  principles  to  IT 
investments,  especially  to 
internally  developed  soft¬ 
ware  projects,  which  are 
inherently  some  of  the  riski¬ 
est  investments  they  make. 

Hurdle  Rates 

A  hurdle  rate  is  the  minimum 
ROI  a  company  requires  for 
investments.  If  the  projected 
ROI  on  a  proposed  project  is 
greater  than  the  hurdle  rate, 
the  project  is  considered  a 
desirable  use  of  funds.  If  the 
projected  ROI  is  less  than  the 
hurdle  rate,  the  project  will 
be  given  lower  priority. 

Hurdle  rates  are  set  some¬ 
what  arbitrarily,  but  those 
who  set  rates  usually  try  to 
take  risk  into  account.  This 
is  why  hurdle  rates  for  IT  in¬ 
vestments  are  usually  higher 
than  the  cost  of  capital. 


Not  all  companies  use  hurdle  rates,  of  course,  and  some 
industries  use  them  more  than  others.  “Manufacturing  firms 
tend  to  have  more  of  a  hurdle-rate  mentality.  Service  firms  have 
less  of  one,”  says  Ron  Shevlin,  senior  analyst  in  the  leadership 
strategies  service  of  Forrester  Research  Inc.  in  Cambridge, 
Mass.  He  also  notes  that  hurdle  rates  are  inappropriate  for 
most  infrastructure  investments  because  some  are  not  optional; 
therefore  ROI  doesn’t  apply  (and  a  hurdle  rate  is  thus  not  a 
decision  criterion).  Additionally,  some  analysts  argue  that 
because  an  ROI  calculation  does  not  always  include  the  intan¬ 
gible  benefits  of  some  projects,  strict  adherence  to  a  hurdle 
rate  would  discriminate  against  such  projects. 


IT  Cancellation  Rates  in  the  U.S. 
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DARWIN  CALLED  IT 


INNOVATION 


WE  JUST  CALL  IT 


1/-S  the  leader  in  production  tax  solutions  Tor  e-uusm^,  ■ 

knows  this  better  than  anyone.  A  scalable  line  of  NT-based  servers, 
CommercePath  lets  you  ADAPT  to  the  changing  business  environment  by 
applying  the  latest  production  fax  technologies  to  your  existing  applicati 

Extend  the  REACH  of  your  applications  to  easily  deliver  the  dynamic 
documents  your  organization  produces  every  day;  the  purchase  orders, 
c+o+omont<  and  others  that  are  different  for  each  customer. 


Checks  &  Balances 


But  many  companies  do  use  hurdle 
rates  as  a  guideline  for  some  or  even  all 
of  their  IT  investments.  The  fact  is  that 
many  IT  investments  are  optional  and 
are  proposed  primarily  to  reap  some  eco¬ 
nomic  benefit.  In  such  cases  a  hurdle  rate 
is  a  completely  valid  decision  criterion. 

The  problem  is  that  most  companies 
do  not  adjust  the  hurdle  rate  for  risk 
nearly  enough.  Estimates  of  average  hur¬ 
dle  rates  vary  widely.  “The  typical  hur¬ 
dle  rate  for  IT  investments  is  in  the  range 
of  15  percent  to  18  percent  for  the  North 
American  firms  we  talked  to,”  says 
Bruce  Stewart,  vice  president  in  the  man¬ 
agement  strategies  and  directions  service 
of  GartnerGroup  Inc.  in  Stamford, 
Conn.  Thomas  D.  Oleson,  research 
director  at  Framingham,  Mass. -based 
International  Data  Corp.  (which  is 
owned  by  the  same  parent  company  as 
CIO  Communications  Inc.),  provides  a 
higher  range:  “The  [U.S.]  hurdle  rates  I 
looked  at  were  more  in  the  30  percent  to 
50  percent  range,  depending  on  the 
nature  of  the  application.”  Oleson 
attributes  the  higher  numbers  to  a  pos¬ 
sible  difference  in  IDC’s  clients.  DHS  & 
Associates’  research,  on  the  other  hand, 
uncovered  few  hurdle  rates  above  30 
percent. 


If  the  risk  premium  is  fully  incorpo¬ 
rated  into  the  hurdle  rate,  we  find  that 
these  hurdle  rates  may  be  far  too  low.  IT 
investments  are  risky — there  are  uncer¬ 
tain  benefits,  potential  cost  overruns  and 
possible  cancellations.  In  fact,  the  can¬ 
cellation  rate  of  large  projects  exceeds 
the  default  rate  of  most  junk  bonds  (see 
“IT  Cancellation  Rates,”  Page  78). 


folio  management  developed  in  the 
1950s.  MPT  shows,  among  other  things, 
how  one  can  derive  the  risk  and  return 
of  a  portfolio  given  the  risk  and  return 
of  the  individual  investments  and  how 
to  optimize  the  investments  of  a  portfo¬ 
lio  for  a  given  risk  and  return.  I  asked 
executives  how  they’d  evaluate  an  IT 
investment  of  about  $3  million  and  plot- 


It  is  even  possible  to  have  an  IT  project 
that  is  so  large  and  risky  that  no  expected 
return— no  matter  how  large— would 
compensate  the  investor  for  the  risk. 


Unless  U.S.  hurdle  rates  begin  to  reflect 
these  risks,  companies  will  continue  to 
gamble  their  money  on  IT  projects  that, 
with  better  risk  management,  they  might 
have  nixed  at  the  starting  gate. 

Risk  and  Return 

One  way  to  assess  whether  IT  invest¬ 
ments  are  worth  the  risk  is  to  borrow  a 
graphing  technique  from  modern  port¬ 
folio  theory  (MPT),  the  science  of  port- 


Some  tried-and-true  methods  of  managing 
the  risk  of  IT  projects 


1  Focus  on  smaller 
■  projects  that  have  a 
higher  chance  of  being 
delivered  successfully. 

2  Defer  major  projects 
■  until  your  company  has 
gained  the  necessary  skills 
to  carry  out  those  projects. 

3  Defer  major  projects  if 
■  the  organization  is 
unstable  or  future  mergers, 
spinoffs  or  changes  in  lead¬ 
ership  make  the  successful 
completion  of  the  project 
uncertain. 

4  Consider  breaking  up 
■  large  projects  into 


smaller  projects  that  incre¬ 
mentally  develop  improved 
versions  of  software  pro¬ 
jects  instead  of  putting  your 
eggs  in  one  basket  with  one 
big  version  i.o. 

5  Present  the  risk- 
■  adjusted  evaluation  of 
proposed  software  to  users 
and  developers  so  that  run¬ 
away  gold  plating— adding 
lots  of  bells  and  whistles 
with  limited  benefits— of 
software  will  be  discour¬ 
aged. 

6  Think  about  buying 
■  packaged  software 


ratherthan  developing 
software  internally,  even  if 
the  packaged  software  may 
not  fit  perfectly. 

7  Hedge  against  project 
■  losses  by  asking 
software  vendors  and 
consulting  firms  to  assume 
more  risk  with  fixed  bids, 
lateness  penalties  or  other 
types  of  insurance. 

8  Reduce  the  uncertainty 
■  of  IT  projects  further  by 
aggressively  measuring 
unknown  quantities,  such  as 
expected  productivity 
benefits.  -D.  Hubbard 


ted  how  high  an  expected  return  they’d 
require  before  investing,  given  different 
probabilities  of  a  negative  return.  As  you 
can  see  from  “Risk/Return  Profiles”  (see 
Page  82),  the  CFO  of  this  insurance 
company  would  accept  a  15  percent 
chance  of  a  negative  return  if  the 
expected  return — the  probability- 
weighted  average  of  all  possible 
returns — was  about  50  percent.  The 
CIO,  on  the  other  hand,  would  need 
about  a  150  percent  return  for  a 
15  percent  chance  of  a  negative 
return.  The  “just  barely  accept¬ 
able”  points  on  the  resulting 
graph  delineate  the  investment 
boundary,  or  the  risk  aversion  (or 
risk  tolerance)  of  each  executive. 

Taking  these  risk/return  profiles 
at  face  value  and  comparing  them 
with  some  of  the  known  risks  of 
IT  has  an  interesting  consequence. 
Consider  the  cancellation  risk 
of  projects  shown  in  “IT 
Cancellation  Rates,”  Page  78. 
Depending  on  a  company’s  cost 
per  work  month,  a  $3  million 
software  development  project 
may  require  about  300  to  500 
work  months  of  effort.  Based  on 
data  from  Capers  Jones,  chairman 
of  Software  Productivity  Research 
Inc.  in  Burlington,  Mass.,  who  has 
been  tracking  several  thousand 
software  development  projects  in 
a  database,  this  project  would 
have  a  25  percent  to  30  percent 
risk  of  cancellation.  If  we  plot  the 
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Hyperion  Software. 

The  freedom  to  say  "Yes" 
the  control  to  say  "How" 


Hyperion  provides 
the  independence  to  use 
information  freely- 
without  compromising 
existing  systems  and 
standards. 

As  an  IT  professional,  main¬ 
taining  the  integrity  of  your 
company's  information  infra¬ 
structure  is  your  top  priority. 

It's  a  priority  that  must  take  into 
account  the  needs  of  managers 
to  access  and  use  information 
freely,  independently  and  to 
their  best  advantage.  And  in 
these  terms,  the  best  advantage 
you  can  give  them  is  Hyperion. 

Our  comprehensive  financial 
management  solutions  easily 
integrate  into  your  infrastructure. 
End  users  get  the  information 
tools,  business  intelligence  and 
freedom  they  need  to  listen  to 
their  business,  and  to  understand 
what  they  hear.  In  fact,  more  than 
half  of  FORTUNE  500®  companies 
are  listening  and  hearing  more 
clearly  with  Hyperion,  right  now. 

To  find  out  how,  call  us  at 
1  -800-286-8000.  Or  visit  our 
web  site  at  www.hyperion.com. 


Listen  to  your  business. 


Required  ROI  (expected) 


Checks  &  Balances 


chance  of  cancellation,  which  counts  as 
a  negative  return,  against  some 
risk/return  profiles  (shown  on  this  page), 
we  see  that  a  risk-adjusted  hurdle  rate 
could  easily  be  100  percent  or  higher.  In 
fact,  the  CIO  and  CFO  profiled  in  the 
chart  apparently  consider  this  risk  too 
high  even  for  a  return  of  300  percent. 
And  remember  that  cancellation  is  not 


the  only  possibility  for  a  negative  return 
as  uncertain  costs  can  exceed  uncertain 
benefits.  This  means  that  the  real  hurdle 
rate  of  the  company — adjusted  for 
risk — could  easily  surpass  100  percent 
or  more  for  a  $3  million  investment. 

Can  this  be  right?  Are  the  real  hurdle 
rates  for  some  projects  in  excess  of  100 
percent?  The  only  way  to  deny  this  is  to 
either  argue  that  IT  risks  are  actually  not 
that  high  or  that  the  subjective 
risk/return  preferences  for  the  investors 
are  off-base  and  should  be  much  more 
lenient.  The  problem  with  the  first  objec¬ 
tion  is  that  much  empirical  evidence  sup¬ 
ports  the  fact  that  IT  investments  have 
significant  chances  of  cancellation,  cost- 
overruns  and  unrealized  benefits.  Your 
company  may  be  one  of  the  exceptions 
because  some  organizations  will  do  bet¬ 
ter  than  average.  On  the  other  hand, 
some  firms  will  do  worse.  The  problem 
with  the  second  objection  is  that  if  we 
compare  the  risk  aversion  of  executives 
purchasing  IT  to  the  risk  profiles  of  other 
types  of  investors  we  find  that  they  are 


not  at  all  out  of  line.  In  fact,  many  IT 
purchasers  are  relatively  risk  tolerant 
when  compared  to  other  investors. 

IT  Portfolios  and  Risk 

MPT  suggests  that  the  risk  of  portfolios 
with  a  few  large  investments  is  much 
more  than  the  risk  of  portfolios  with  sev¬ 
eral  small  investments.  One  can  always 


diversify  risk  by  spreading  it  out  among 
several  types  of  investments.  Unfor¬ 
tunately,  IT  portfolios  are  not  typically 
diverse.  Often  the  one  or  two  biggest  IT 
investments  in  a  company  make  up  more 
than  half  of  the  portfolio  with  the  rest  of 


the  portfolio  made  up  of  projects  of 
decreasing  size.  You  may  accept  a  20 
percent  chance  of  a  negative  return  to 
achieve  a  25  percent  expected  return  for 
an  investment  of  $500,000,  yet  your 
required  return  for  a  $50  million  invest¬ 
ment  would  be  much  higher  than  25  per¬ 
cent  for  the  same  chance  of  a  negative 
return.  Ironically,  even  as  you  become 


more  risk  averse  for  larger  investments, 
risk  increases  as  IT  investments  become 
larger  (see  “IT  Cancellation  Rates,” 
Page  78).  This  compounding  effect 
means  that  even  hurdle  rates  of  several 
hundred  percent  are  possible  for  the 
largest  projects  in  a  portfolio.  It  is  also 
possible  to  have  a  project  that  is  so  large 
and  risky  that  no  expected  return — -no 
matter  how  large — would  compensate 
the  investor  for  the  risk. 

Consequences  for 
Decision  Makers 

When  evaluating  software  development 
projects,  using  a  fixed  hurdle  rate  that 
does  not  change  with  risk  is  dangerous. 
Because  various  sized  projects  have  dif¬ 
ferent  risks,  hurdle  rates  need  to  be 
adjusted  on  a  project-by-project  basis. 
Companies  that  begin  to  use  hurdle  rates 
will  find  that  many  of  the  projects  they 
approved  in  the  past  are  no  longer 
acceptable.  For  instance,  a  project  with 
a  55  percent  ROI  may  now  look  a  lot 
less  attractive  when  risk  is  considered. 
But  that  doesn’t  mean  that  decision 
makers  must  invest  in  fewer  IT  projects. 
Instead,  they  should  manage  the  risk 
directly.  (See  “Risk-Busting  Strategies,” 
Page  80.) 

IT  investments  are  among  the  riskiest 
investments  a  business  can  make.  Any 
hurdle  rate  that  does  not  fully  account 
for  risk  puts  the  investor  in  the  danger¬ 
ous  position  of  accepting  too  much  risk 
in  the  firm’s  IT  portfolio.  And  unless 
companies  start  managing  risk  better, 


they  will  be  forced  to  require  astronom¬ 
ical  hurdle  rates  or  get  far  too  little 
return  on  their  IT  investments.  BE! 


Douglas  Hubbard  is  director  of 
applied  information  economics  with 
DHS  &  Associates  Inc.  in  Rosemont, 
III.  He  can  be  reached  at  dhubbard® 
dhsassoc.com  or  800  297-5601. 


Risk/Return  Profiles 


Chance  of  a  negative  ROI 

« 

NOTE:  LINES  ON  GRAPH  DENOTE  INVESTMENT  BOUNDARIES  (RISK  TOLERANCES)  SOURCE:  DHS  &  ASSOCIATES 


Companies  that  begin  to  use 
hurdle  rates  will  find  that  many  of  the 
projects  they  approved  in  the  past 
are  no  longer  acceptable. 


82  CIO  ENTERPRISE  •  SECTION  2  /  JUNE  15,  1998 


http://enterprise.cio.com 


CIO  SALES  OFFICES 


President,  CEO  and  Group  Publisher 

JOSEPH  L.  LEVY 
508  935-4601 

Publisher 

GARY  J.  BEACH 
508  935-4202 

Senior  VP/Sales 

MICHAEL  J.  MASTERS 
973  244-5500,  Ext.  21 

EAST  COAST 

Regional  Director  /  Advertising  Sales 

FRANKS.  GENOVESE 
973  244-5500,  Ext.  19 

Regional  Managers/  Advertising  Sales 

EILEEN  P.  LOBAUGH 
973  244-5500,  Ext.  18 
KATHY  POWERS 
973  244-5500,  Ext.  14 

Advertising  Sales  Associates 

STACY  G.  GREIMEL 
973  244-5500,  Ext.  16 
JOAN  BONADEO 
973  244-5500,  Ext.  17 
ANGELA  FUNG 

973  244-5500,  FAX  973  227-1565 

NEW  ENGLAND 

Regional  Manager  /  Advertising  Sales 

LEN  GANZ 
508  935-4039 

Advertising  Sales  Associate 
STEPHANIE  ROY 
508  935-4092,  FAX  508  872-0618 

SOUTH  CENTRAL 

Regional  Manager  /  Advertising  Sales 

ROBERT  E.SAWDON 
Advertising  Sales  Associate 
SOUNTHALYOUTHAVONG 
512  306-9801,  FAX  512  306-9805 

NORTH  CENTRAL 

Regional  Manager  /  Advertising  Sales 
KEITH  H.  KENNER 
Advertising  Sales  Associate 

ANNE  SWARTZ 

847  441  -5005,  FAX  847  441  -5150 

WEST  COAST 

Regional  Director  /  Advertising  Sales 

RICHARD  BASTAS 
415  693-1988 

Regional  Managers  /  Advertising  Sales 
JAMES  BARRETT 
415  693-1995 
PAULA  J.  CONNOR 
415  693-5634 

Advertising  Sales  Associates 
TIM  LEONARD 
415  693-5630 
ALLISON  WITTER 
41 5  398-8200,  FAX  41 5  398-4649 

SOUTHERN  CALIFORNIA 

Regional  Manager  /  Advertising  Sales 

NANCY  A. COY 
Advertising  Sales  Associate 

JANIS  WIKANDER 
71 4  475-5579,  FAX  71 4  475-5583 

LIST  SERVICES 

List  Services  Manager 

KATHRYN  A.W.  GRAYSON 
508  935-4072 

List  Services  Coordinator 
AMY  McCABE 
508  935-4151 

800  859-5478,  FAX  508  872-8506 


For  further  sales  information, 
visit  our  Web  site  at 

www.cio.com/marketing/salesoffices.html. 


Index 

Page  numbers  refer  to  the  first  page  of  the 
article(s)  in  which  the  company  is  men¬ 
tioned.  This  index  is  provided  as  a  service 
to  readers.  The  publisherdoes  not  as¬ 
sume  any  liability  for  errors  or  omissions. 


Company  Index 

Airlines  Reporting  Corp . 70 

American  Airlines  Inc . 28 

Ameron  International  Corp . 70 

AnalyCorp.  Inc . . . 50 

Apple  Computer  Inc . 28 

Arthur  Andersen  LLP . 12, 50 

AT81T  Corp . 28 

BaanCo.,The . 70 

BancTecInc . 70 

Bechtel  National  Inc . 34 

Booz,  Allen  &  Hamilton  Inc . 34 

CFI  Group . 62 

Chrysler  Corp. . . 16 

CIGNA  Corp . 16 

Cisco  Systems  Inc . 14 

Clear  Point  Consultants  Inc . 50 

Compass  America  Inc . 34 

Computer  Associates  International  Inc . 14 

ComputerSciences  Corp . 70 

Cutter  Consortium . 16 

Dataquest . 28 

Decisioneeringlnc . 50 

Definitive  Software  Inc . 50 

DHS  81  Associates  Inc . X 

Digital  Equipment  Corp . 34 

Dowjones  &  Co.  Inc . 28 

Economist  Intelligence  Unit  Ltd.,  The  . 12, 50 

Eli  Lilly  and  Co . 34 

Eliassen  Group  Inc . 50 

Farmland  Industries  Inc . 50 

Fidelity  Management  Trust  Co . 50 

Financial  Executives  Institute . 70 

Fluke  Corp . 62 

Forrester  Research  Inc . 26, 28, 78 

Franklin  Life  Insurance  Co.,  The . 70 

Fuld&Co . 28 

GartnerGroup  Inc . 78, 84 

Georgia  Institute  of  Technology’s 

Economic  Development  Institute  . 16 

Giga  Information  Group  Inc.  . . 50 

Harley-Davidson Inc.  . . .....16 

Hewlett-Packard  Co . 70 

IBM  Corp . 50 

Intel  Corp . 84 

International  Data  Corp . 78 

Johnson  &  Johnson . 34 

KnowledgePoint  . 16 

LPA Software  Inc . 16 

McDonald’s  Corp . 34 

Merrill  Lynch . .....16 

Microsoft  Corp.  . . .  28, 50, 84 

National  Assoc,  of  Securities  Dealers  Inc. .......  70 

National  Initiative  for 

Supply  Chain  Integration . 16 

NECX . 62 

Netscape  Communications  Corp . 28 

On  Command  Corp. . . . 16 

Oracle  Corp . . . 7°.  84 

Palisade  Corp.  . . 50 


Pepsi-Cola  North  America  . . ..34 

Price  Waterhouse  LLP  . . . . . .  16 

Procter 8! Gamble  . ............16 

Rochester  industrial 

Management  Council . . . ...16 

SAP  AG  . .70 

Scanlon  Plan  Associates  Inc . . . 62 

Sears  Roebuck  and  Co . ;  — .....  —  .62 

Society  for  Industrial  and 

Organizational  Psychology . . 62 

Software  Productivity  Research  Inc.  . . 50, 78 

Software  Testing  Assurance  Corp. . . 16 

Strategic  Business  Systems  Inc.  . .34 

Strategic  Resource  Solutions  . . 16 

Sun  Microsystems  Inc . . . 28, 84 

Teligent  Corp. . . 28 

United  Airlines  . 16 

Wal-Mart  Stores  Inc.  . 34 

Wang  Labratories . . . . . ......  50 

Xerox  Corp.  . . 16 

Young& Rubicam . 34 


Advertiser  Index 

*  Denotes  Section  2  Advertisers 


Adante  . . .....53* 

AIIM . .........57* 

Amdahl  Corp . 21 

American  Power  Conversion  . 81 

Attachmate  Corp . 23* 

Bell  Atlantic  Corp . 83 

BMC  Software . ..13* 

Business  Objects  Inc . 45* 

Candle  Corp . ..20* 

CCD  Online  Systems  Inc . 17* 

Centrax  Corp . 77* 

CIO  Communications  Inc . C3*,  40, 66A*,  67*,  83 

CommercePath  . 79* 

Compaq  Computer  Corp.  . . ..C2* 

Compaq/MicroAge . 29* 

Computer  Associates  Inti.  Inc . . .  C4,  C4*,  5, 50 

Comsharelnc . .33* 

Data  General  Corp . 9* 

Dell  Computer  Corp . C2 

DLTtape  Systems  . 54 

Dowjones  &  Co.  Inc . 33 

Dun  &  Bradstreet  Software . 85 

Exabyte  Corp . 15*,  46*,  61 

Gateway  2000  Inc. . 10 

Hewlett-Packard  Co.  . . 18, 30, 68, 74 

Hyperion  Software  . 81* 

IBM  Corp . 24, 42, 55* 

Information  Builders  Inc . . . 5* 

Inprise  . 65* 

J.D.  Edwards  &  Co . 42* 

LCI  International . . . 59* 

Lexmark  Corp . 31* 

Lotus  Development  Corp . . . 10* 

Lucent  Technologies  Inc.  . . . . 17, 8 7 

Microsoft  Corp . 2,78 

N  etwork  Associates . . . . 6, 48* 

Novell  Inc . . . .60*,  62 

Oracle  Corp. . . . 9 

PeopleSoftlnc . . . 6* 

Platinum  Technology  Inc . 88 

Quintus . 49 

Remedy  Corp . .....39* 

SAS  Institute  Inc . 23 

Seagate  Software . . . 69* 

Secure  Computing  Corp.* . 19* 

Sensormatic  Electronics  Inc . 73* 

Siebel Systems  . . 41* 

Silicon  Graphics  Inc. . . 70 

Sprint  . ...27 

Sun  Microsystems  Inc. . 15,29 

Tibco . 37 

Unisys  Corp . 13 

US  Data . 25*,  27* 

Veritas  Software . 75* 

Viasoftlnc . 35 

Wang  Laboratories  Inc . 37* 


CIO  ENTERPRISE  •  SECTION  2  /  JUNE  1  5,  1  998  83 


Learijunsj^iE 


CHNQLQGY  MADE  SIMPLE 


The  Nitty-Gritty  on  NCs 


HERE’S  NO  BREAKTHROUGH  TECHNOLOGY 
behind  the  surge  of  interest  in  network  com¬ 
puters  (NCs) — it’s  mostly  stuff  that  has  been 
around  for  years.  Rather,  NCs  attract  atten¬ 
tion  because  the  technology,  although  not 
new,  is  supposed  to  save  businesses  time  and 
money.  So  to  understand  NCs,  one  must  figure  out 
how  old  technology  is  supposed  to  add  up  to  new  busi¬ 
ness  value. 

How  do  NCs  work?  Network  computers  are 
machines  with  very  little  storage  capacity  and  no 
floppy  drive,  which  means  they  lack  the  ability  to  store 
software  applications  and  files  locally.  Instead,  an  NC 
accesses  anything  it  needs  from  a  server  on  the  net¬ 
work,  which  serves  as  a  software  repository  (kind  of 
like  continually  sending  out  for  takeout  instead  of 
stocking  your  own  cupboards).  Unlike  a  PC,  you  can’t 
run  an  NC  by  itself;  it  needs  a  network  and  a  server, 
not  surprising  given  its  name. 

Why  should  you  be  interested  in  something  that’s 
basically  a  lobotomized  PC?  NCs  have  been  touted  as  a 
great  way  to  cut  the  costs  of  maintaining  personal  com¬ 
puters,  which  can  add  up  to  a  surprisingly  hefty  chunk 
of  change.  In  fact,  research  company  GartnerGroup  Inc. 
estimates  PC  maintenance  can  add  up  to  $10,000  a  year 
per  computer,  give  or  take  a  few  thousand.  (Gartner 
counts  such  costs  as  technical  support,  maintenance, 
purchase  costs  for  all  hardware  and  software  upgrades, 
informal  trouble-shooting  by  coworkers  and  network 
costs.)  Multiply  that  by  a  corporation’s  worth  of  com¬ 
puters,  and  it  can  add  up  to  real  money. 

NCs  can  also  make  maintenance  tasks  less  time-con- 


Buzzwords 

Dumb  terminal:  A 

monitor  hooked  via  the 
network  to  a  mainframe  or 
midrange  computer.  No 
computing  power  is  attached 
to  the  terminal  itself. 

Thin  client:  A  computer 
on  a  network  (PC,  laptop  or 
NC)  with  very  little  storage 
capacity. 


Java-based  NC:  The 
Sun/Oracle  version  of  an  NC 
that  requires  the  machine  to 
execute  applets,  or  small 
chunks  of  software,  in  Java. 

NetPC:  The  Microsoft/lntel 
camp’s  answer  to  the  Java- 
based  NC.  The  NetPC  is  a  PC 
with  no  floppy  or  CD  drive  but 
a  large  hard  drive  for 
network-stored  loading 
applications. 


suming  for  IS  and  provide  one  convenient  point  of  con¬ 
trol.  Take,  for  example,  the  issue  of  software  upgrades. 
Instead  of  sending  out  a  tech  support  guy  to  upgrade 
software  on  every  single  machine,  he  or  she  can  per¬ 
form  the  upgrade  once  on  the  server  and  the  NCs  will 
automatically  access  the  new  version.  Not  only  does 
this  make  the  network  techie’s  life  simpler,  but  IS 
regains  control  of  just  what  software  gets  installed. 

Who  uses  NCs?  Not  that  many  people  just  yet. 

Most  companies  are  perched  firmly  on  the  fence,  wait¬ 
ing  to  see  whether  one  particular  vendor  faction  will 
successfully  impose  its  particular  NC  standard  on  the 
nascent  technology,  and  slow  sales  reflect  that. 
Microsoft  Corp.  and  Intel  Corp.  would  like  you  to  buy 
one  version  of  the  NC,  while  an  opposing  group  led  by 
Sun  Microsystems  Inc.’s  Scott  McNealy  and  Oracle 
Corp.’s  Larry  Ellison,  chief  proselytizers  for  the  net¬ 
work  computer,  would  like  you  to  buy  another.  Most 
analysts  say  the  NC  will  find  its  niche  in  places  like  call 
centers  or  retail  environments.  Users  in  a  call  center, 
for  example,  access  a  computer  to  execute  simple, 
repetitive  tasks  on  a  shared  database  that  resides  on  a 
network.  A  PC,  with  its  superior  computational  power 
and  ability  to  independently  process  data,  would  be 
wasted  in  this  environment. 

-Carol  Hildebrand 
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CIO  Communications,  Inc. 


492  Old  Connecticut  Path 


Framingham,  MA  01701 


800  355-0246 


www.cio.com 


The  upcoming  CIO  xNet 
Consortium  will  be  facilitated  by 
Tim  Horgan,  CIO’s 
vice  president  of 
technology  and 
webmaster,  and 
Lew  McCreary,  CIO  magazine's 
editorial  director. 

To  become 
a  member  of  this 
exclusive  group, 
visit  our  Web  site  at 
www.cio.com/xnet  or  call  us 
at  800  355-0246 


TOPICS  OF  DISCUSSION 

•  Organizational  strategies 

•  Staffing,  training  and  career  paths 

•  Distributed  publishing  approaches 

•  Knowledge  management 

•  Designing  for  online  business 

•  Effective  interface  design 

•  Measuring  effectiveness 

•  Developing  community 

•  Creating  maintainable,  extensible 
electronic  commerce  solutions 

•  Electronic  commerce  challenges 

•  Information  discovery 

•  Web  to  legacy  systems 

•  Case  studies 


Get  ready  to  roll  up  your 
sleeves.  Join  an  exclusive  forum 
where  people  involved  with 
intranet,  extranet  and/or 
Internet  initiatives  meet  to 
share  ideas,  identify  current 
best  practices  and  anticipate 
future  strategies.  It  is  a  venue 
to  explore,  in  depth,  the  core 
xNet  issues  you  face. 

Participants  learn  new 
models  and  methods  of 
applying  Internet  technology 
to  business  problems  and 
forge  bonds  with  a  network  of 
peers  for  continuous  real-time 
solutions. 


CIO 


When  we  say  Unicenter®  can  manage 
anything,  anywhere,  we  mean  it. 

As  this  Formula  One  MP4/12  car 
races  along  at  speeds  in  excess  of  210 
miles  per  hour,  pulling  G  forces  that  rival 
a  jet  fighter  plane,  it  broadcasts  hun¬ 
dreds  of  megabytes  of  critical  telemetry 
data  back  to  the  pit  crew.  They  use  it  to 
make  split-second  decisions  that  often 
mean  the  difference  between  victory 
and  defeat. 

Unicenter®  TNG™  helps  the  West  McLaren  Mercedes  race 
team — one  of  the  winningest  teams  in  Formula  One  history — 
interpret  this  vital  information  through  Unicenter  TNG’s  sophisti¬ 
cated  manager/agent  technology,  and  a  revolutionary  3-D 
interface.  Everything  that’s  happening,  from  the  pressure  on  the 
left  rear  brake  pad  to  the  downforce  of  the  chassis  set-up,  can 


be  monitored  and  managed  through 
Unicenter  TNG. 

By  looking  at  this  data  in  a  whole 
new  way,  the  West  McLaren  Mercedes 
race  team  can  now  make  smarter 
decisions  in  less  time.  In  a  business 
where  hundredths  of  a  second  can 
mean  the  world,  Unicenter  TNG  is 
making  a  difference. 

This  is  just  one  example  of  how 
Unicenter  TNG  today  is  managing  all 
kinds  of  non-IT  devices  for  all  kinds  of  organizations. 

Call  us  to  find  out  how  Unicenter  TNG  can  help  you  be 
more  competitive. 

Call  1-888-UNICENTER  or  visit  www.cai.com 


Unicenter  TNG’s  Heal  World  Interface m  analyzes  critical 
performance  measures  such  as  front  and  rear  brake 
pressure  impact  on  car  speed. 
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Software  superior  by  design. 
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